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PARADOX: HALF-SIZE PUMP DOES SAME JOB BETTER! coth these pumps feed over 


1200 gallons of water each minute into the high-pressure boilers of a modern power plant... but one does it much better! 
The larger pump requires 9 stages to develop required pressure. The smaller pump does it with just 4 stages and a shaft about 
half the length. & How? The small unit rotates at 9,000 rpm—more than twice the speed ever before attempted in a large 
pump. Result? The shorter shaft deflects much less— greatly increasing reliability. @ Today, of all high-speed boiler-feed pumps 
in power plant service, 6 out of 7 are Worthington. Truly a measure of leadership. Worthington Corporation, Harrison, N. J. 
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PRODUCTS THAT WORK FOR YOUR PROFIT 
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General business 


World’s crisis deepens 
Week’s events bring threats to future of the U.N., Berlin, and the Western Alliance 


Fate of U.N. hangs in balance 
Dag Hammarskjold’s death gives Russia a readymade opportunity to stir chaos 


Light on gas rates 
New FPC plumps for area pricing 


Designing a buffer for money panics 
Delegates at IMF annual meeting support scheme to help moderate currency runs 


Merger pot is boiling over 
The surge in amalgamations is higher than ever 


Another crash mars Electra’s record 
But Chicago accident doesn’t seem to be a case of structural failure 


Too many chickens 
Federal aid suggested as broiler industry’s efficiency outruns the U. S. appetite 


Ailing airline ponders merger bid 
Northeast is wary on offer to merge with Mohawk, drop Florida route 


In business 
California O.K’s antismog auto device; Westinghouse countersues TVA 
for $31.8-million; new wood pulping process; du Pont tax relief bill in trouble 


The departments 

Election opens new issues for Germany 

Western Europe has the edge. NICB surveys worldwide manufacturing costs 
The economics pattern. When too much is not enough 


The community backs its team and helps bring back life to Triple A baseball in 
Syracuse 


Midwest resort revives. How imaginative management makes amusement parks 
How utilities will raise $8-billion 

Totting up Carla’s havoc. Adjusters see hurricane damage as less than feared 
Oilmen look for profit above ground. Real estate ventures Jure companies 
Retreat on shorter hours. Labor is shelving its demand for work week cut 


Local issues still snag GM. But Reuther cracked down on plant unions, and full 
operation is scheduled next week. Now Ford and Chrysler face same problem 


District 50’s ‘independence’ from UMW is a problem to both 

Putting executives in the goldfish bowl. RCA uses closed-circuit TV 

Automatic cleaners start to whirl. Manufacturers are rushing to get in on the market 
Auto tires find new sales outlets 

FTC assails suggested list prices. Charges figures are fictitious 


How SEC market probe shapes up. Commission plans 
staff of 50 for year-long “‘study”’ 


Wall Street talks 

Packaged logic for computers. Software to make them work (cover) 

Marble’s comeback as building material 

Universities join city in improving area. In Cleveland they work together 

Small port lands Renault. Monroe, Mich., talks auto maker into using it 

Puerto Rico pushes home-owned industry 

Turning salt water into pure. Five methods are under a study that gets more urgent 
Space medicine gap? There are indications the Russians are taking the lead 


Airline thrives on split personality 
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1959 9 1961 

1953-55 Year Month Week § Latest 

average ago ago ago Week 
BUSINESS WEEK index chart ...............2..000ee0e 1333 1458 154.0 156.1r 155.7* 
Production 
Bree) 4nGOELHOUS;- OF TONG. oso is osiécis oie gee aba nie sie nee eee ee mee 2,032 1,510 1,944 2,032r 2,032 
PMTOTTIONIOS goose ee Ree 4 <a ae ie ae is Wb arent wiearete 125,553 85,879 16,948 83,421r 63,516 
Engineering const. awards [Eng. News-Rec. 4-wk. daily av. in thous.]..... $52,412 $79,260 $75,745 $65,989 $69,298 
Electric power [millions of kilowatt-hours]. ...........ce-eeseeceecee 10,819 14,298 15,665 15,838 15,869 
Crude oil and condensate [daily av., thous. of bbl.].............-e0+06 6,536 6,847 7,073 7,162 7,111 
Bituminous coal [daily av., thous. of tonS]............cesecsecsecces 1,455 1,341 1,370 1,381r 1,424 
Paneripard TGONS) so. Ga koe occ a cise so Fee oe dasa Fae 4s esccee 247,488 320,971 327,549 261,790 347,649 
Trade 
Carloadings: miscellaneous and I.c.I. [daily av., thous. of cars]......... : 70 53 53 57 55 
Carloadings: all others [daily av., thous. of cars]................0 008 47 43 45 43 43 
Department store sales index [1947-49=100, not seasonally adjusted]... 121 130 131 154 129 
Business failures [Dun & Bradstreet, number].............0+ee-00- ae 198 305 366 2/5 292 
Prices 
Industrial raw materials, daily index [BLS, 1947-49=100]........... ae 89.2 90.3 92.1 92.4 91.7 
Foodstuffs, daily index [BLS, 1947-49=100]. ..............eseeceee a 90.5 74.8 75.9 75.4 75.1 
Pant cloth: [spot and Wea WO © a aici ohio 0's hoses one we ew ees 19.8¢ 19.0¢ 17.8¢ 17.8¢ 17.8¢ 
Finished steel, index [BLS, 1947-49=100].......... 2... csc crcccvecces 143.9 186.2 185.6 185.6 185.6 
Scrap steel composite firon Age, ton]... 6... c cece cteveseccceces $36.10 $31.83 $37.83 $39.50 $39.50 
Copper [electrolytic, delivered price, E&MJ, Ib.]...........ceecceccces 32.394¢ 33.000¢ 31.000¢ 31.015¢ 31.000¢ 
Aluminum, primary pig [U. S. del., E&MJ, Ib.].............. 0.2 e eevee 20.6¢ 26.0¢ 26.0¢ 26.0¢ 26.0¢ 
Aiuminum, secondary alloy #380, 1% zine [U. S. del., E&MJ, Ib.]....... tT 24.00¢ N.A. N.A. N.A. 
Wheat [No. 2, hard and dark hard winter, Kansas City bu.]............. $2.34 $1.98 $2.09 $2.01 $2.09 
Cotton, daily price [middling, 1 in., 14 designated markets, Ib.]......... 34.57¢ 30.53¢ 33.15¢ 33.28¢ 33.37¢ 
Wool tans (Boston, 16.4 oc 50s Sane bo oscil eee es 6s Scena $1.96 $1.65 $1.78 $1.83 $1.81 
Finance 
500 stocks composite, price index [S&P’s, 1941-43=10]............. ‘ 31.64 54.58 68.25 67.90 67.21 
Medium grade corporate bond yield [Baa issue, Moody’s].............. 3.59% 5.02% 5.11% 5.12% 5.12% 
Prime commercial paper, 4 to 6 months, N. Y. City [prevailing rate]...... 2-244% 314% 3% 344% 344% 
Banking Millions of dollars 
Demand deposits adjusted, reporting member banks. ..............06 +t 60,655 61,017 61,791 63,341 
Total loans and investments, reporting member banks............... ‘ tt 106,865 144,555 114,270 115,106 
Commercial, industrial and agricultural loans, reporting member banks... tT 32,566 32,693 32,664 32,862 
U. S. gov’t guaranteed obligations held, reporting member banks....... TT 27,855 33,017 33,321 33,171 
Total federal reserve credit outstanding. ..............csceseeececes 26,424 28,048 28,676 28,931 29,052 
OO BAEK sib co sre Se ere he ene cow bse ho bee's ie oe ss era ede ae - 21,879 18,879 17,602 17,451 17,451 
Monthly figures of the week a 
Panerming starts Tin THONG AIIS) e665 2S is cb ve Gio ie eee eS August.... 101.5 135.1 127.9 129.2 
Personal income [seaonally adjusted, in billions]............2+..- August.... $296.1 $405.2 $421.2 $419.3 
Farm income [seasonally adusted, in billions]...........ee0. .... August.... $16.0 $16.5 $17.2 $17.3 
Bank: dobite TinisGRhGne) 5 on es late RED pe eeeaee August. ... $158.1 $241.8 $247.7 $255.5 
Wholesale prices [U. S. Dept. of Labor BLS, 1947-49=100] Eh eee August.... 110.4 119.2 118.6 119.0 
* Preliminary, week ended September 16, 1961. r Revised. 
tt Not available. Series revised. § Date for ‘Latest Week’ on each series on request. 


NA Not available at press time. 


The Pictures: Cover, Ed Malsberg; 25, Herb Kratovil; 26, United Nations; 27, UPI; 29, UPI; 30, 31, Ron Appelbe; 33, WW; 47, 
Black Star; 61, Houston Chronicle; 80, 81, 82, Bill Diehl, Jr.; 87, 88, Leonard Nadel; 90, 91, Scott Dine; 94, 

Continental Airlines; 99, (It.) Sherman Sabie, (rt.) Robert W. Johnston; 104, 105, Tom O’Reilly; 111, Amalgamated Meat 
Cutters; 118, UPI; 131, 132, Carl Turk; 136, Jay Leviton; 140, Ed Nano; 145, 146, Ed Malsberg; 155, (top) 

Cameramen Inc., (It.) Herb Kratovil, (rt.) Tibor Hirsch; 162, 163, 164, Herb Kratovil; 177, (top) Western Reserve University, 
(bot.) Edward Howard & Co.; 182, 183, Tom O’Reilly; 186, Puerto Rico Economic Development Administration. 
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READERS REPORT 


UAW loss-sharing plan? 


Dear Sir: 

In your article entitled “Profit- 
sharing plan is victory for UAW” 
[Bil Sep.2’61,p37], it is clearly ap- 
parent that the UAW is overjoyed 
in having achieved such a great 
victory, much to the disadvantage 
of the stockholders. 

I believe that it would be a novel 
idea if Chrysler were to offer the 
UAW a loss-sharing plan, which 
would consist of the union mem- 
bers paying a percentage of their 
wages back to the company when- 
ever there is a deficit rather than a 
profit. It would be interesting to 
see if the UAW is as willing to 
assume the risk of loss as well as 
the anticipation of profits. . . . 

D. L. Bicknell 
Kansas State College 
Pittsburg, Kan. 


For Sunday selling 


Dear Sir: 

Mr. Raymond J. Laird of Forest 
Hills, N. Y., whose letter “Against 
Sunday Selling” appeared in your 
magazine [Bil Aug.26’61,p5], ap- 
parently has fallen into the trap 
that confuses so many on this 
issue. 

In quoting the Commandment 
“Remember that thou keep holy 
the Sabbath day,” he has failed to 
consider that the word “Sabbath” 
merely means “seventh.” The Bible 
does not say that any specific day 
of the week is the Sabbath. . . . 

Let’s have an end to this silliness 
about Sunday selling. 

(Rev.) William C. Faust 
Electric Storage Battery Co. 
Philadelphia, Pa. 


Hired and happy 


Dear Sir: 

We were quite interested to read 
your cover story on Katharine 
Gibbs girls [BI Sep.2’61,p42], 
since we have three Gibbs gradu- 
ates in this office including my sec- 
retary and the assistant manager's 
secretary. 

Gibbs girls certainly are capable 
young ladies, and we only hope we 
can employ more of them in the 
future. 

Kenneth R. Rearwin 
Vice-President 
Merrill Lynch, Pierce, Fenner 

& Smith 

San Francisco, Calif. 




















Do branch operations have you on a limb? 


If the cost of meeting changes in regional demand 
is your problem, now is the time to use American 
Airlines AIRfreight. 


American AIRfreight gives you mobility to best co- 
ordinate central production with regional sales surges. 
More than 800 daily flights can put you on the spot 
with the goods as fast as same day or morning after 
receipt of order. No need now to tie up capital in 
unwieldy branch safety stocks, extensive overhead. 


One shipper, Art-Craft Optical Co., started using 





American AIRfreight to distribute eyeglass frames to 
district offices throughout the nation. Result: faster 
customer service contributed to a rise in sales. Branch 
inventory and goods in the pipeline were cut 50%. 
They are now making substantial dollar savings an- 
nually. Maybe American can do the same for you. 


Consider AIRfreight—every profit-building aspect. 
And remember, more shippers move more freight on 
American than on any other airline in America. Ship 
with the professionals—call American AIRfreight. 


AMERICAN AIRLINES 


America’s Leading Cargo Airline 
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Value of output 
at new high 
in third quarter 


Physical volume 
is 12% above 
1957 average 


Steel production 
just holds its own 


Autos far below 
September goal 


Business outlook BIN 


September 23, 1961 


Total business activity apparently has been progressing about as expected. 

When you include services as well as goods produced, the Dept. of 
Commerce figures third-quarter turnover at an annual rate of $526-billion. 
That’s an advance of just over 5% in gross national product from the reces- 
sion low (with a small fraction traceable to prices) and is close indeed to 
the curve projected earlier by Business Week [BI Sep.9’61,p28]. 

The product mix, admittedly, may not be all that every manufacturer 
might ask; it appears that services once again are taking a lion’s share of 
the gains. But goods are doing well enough—and will do better. 


Physical volume of goods production for the third quarter looks, off the 
July-August figures, to have run above 112 in the Federal Reserve Board's 
index (that is to say, more than 12% above the 1957 average). 

August is estimated, on the basis of preliminary figures, to have been 
just a shade below 113 on a seasonally adjusted basis. And, even though 
labor troubles in autos have prevented car production and steel demand 
from coming up to expectations, September should do about as well. 


Production of goods for consumers has flattened out, mainly under the 
influence of automobiles. Output of new cars, by dint of the adjustment for 
normal seasonal trends, was about unchanged from June through August. 

The main production gains recently have been in two broad categories: 
(1) softgoods, which include industrial necessities such as chemicals and oil 
as well as nondurables for consumers, and (2) equipment, which includes 
defense as well as producers’ goods and commercial equipment. 

Softgoods have hit new highs in each of the last three months, and equip- 
ment finally nosed into new high ground in August. 


Production of materials—which should sustain higher levels of over-all 
manufacturing at a later date—is very high. That is to say, it just about 
matches the boom rate of January, 1960, when industry was buying hand- 
over-fist to replenish stocks after the steel strike. 

But, with steel running at a much lower rate now than at the start of 1960, 
demand for materials is much more broadly spread. 


About the best that can be said for steel production is that it has held 
up extremely well considering the auto situation. 

The output rate has varied hardly at all so far this month. 

Nevertheless, current operations are high enough so that September 
(with its 30 days) should wind up with 8.7-million tons. That would be 
40,000 tons better than August (with 31 operating days) and would leave 
September second only to June’s peak for the recovery to date. 

Steel production for the third quarter will come to 25.4-million tons or 
a little better (highest since the second quarter of 1960 when roundly 
26-million tons were poured). 


Auto production no longer has a chance of coming anywhere near the 
500,000 originally projected (somewhat optimistically) for this month. 
Even should it be possible to push the operating rate up very sharply 























Gains in income 
now coming 
at slower rate 


New orders for 
durable goods 
at recovery high 


Homebuilding off 
for second month 


Business outlook continued 


toward the end of this month, anything better than 350,000 cars will be 
very good—and even that seems like it would take a lot of doing. 

In the first week of the month (the week shortened by Labor Day) the 
industry turned out nearly 84,000 cars; the following week, with General 
Motors pinched back almost to nothing, only 62,000 were turned out. 


August produced the smallest gain in personal income since the recovery 
began pushing up the totals back in March. 

In fact, unless you deduct July’s one-shot payment on veterans’ life 
insurance (multiplied by 12 to put it at an annual rate), August was down 
by nearly $2-billion. 

Barring the life insurance dividend, the August rate of $419.3-billion 
represented a rise from the previous month of $700-million. 

At this level, income was running at an annual rate $16-billion higher 
than the recession low and $14-billion better than the like 1960 month. 
And the slowing down in the rate of gain this summer readily can be 
explained by the combination of dog days and auto’s early changeover. 


Failure of pay envelopes to grow very much during July and August 
characterized commodity producing industries, particularly manufacturing. 

In these lines there actually was a small decline in August (without any 
statistical mumbo jumbo). The decline is so small, of course, that it may 
be removed on revision of the figures—or it might be an error in estima- 
tion. Even taking such a hopeful view, however, fails to erase the fact that 
incomes of this important group of spenders stopped rising, however tem- 
porarily, during the summer. 


Spotlighting the near certainty of better things for employment and payrolls 
and purchasing power is the continuing rise in demand on factories turn- 
ing out durable goods. 

In each month since January, the volume of new orders booked by these 
plants in the aggregate has risen (seasonally adjusted). Not only that, but 
in each of those months new orders exceeded the value of goods shipped. 
And they are the highest since just before the 1959 steel strike. 

This hasn’t restored the whole of the dent put in order backlogs, but it 
has gone a good way toward it; manufacturers of durables now have $44- 
billion of unfilled orders, up nearly $214-billion from the low point. 

Value of durable goods shipped by manufacturers, though it can’t 
keep pace with the volume of orders, continues in a steep rise. 

Last month’s total of $14.9-billion (seasonally adjusted) compares with 
the January low of $13.2-billion. And August volume—though it may not 
have seemed a very exciting month—was the best in 14 months. 


Homebuilding just can’t seem to accomplish much in the way of giving 
the business upturn a helping hand. Each time there is a little spurt in 
the number of new homes started, the curve turns down again. 

The seasonally adjusted annual rate of 1,381,000 for June still stands 
as the high for the year to date. 

In July, there came the slip to a rate of 1,338,000. That might have been 
written off as a one-month interruption, but such an explanation won't 
do for here comes August with an estimated 1,317,000. 
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U. S. Secy. of State Dean Rusk came to floor of the U.N. 


to try to retrieve something from a fast worsening situation. 
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Soviet Foreign Minister Andrei Gromyko came, too, for 
U.N. session, ready to press Russia’s latest advantage. 


World crisis deepens 


Death of Hammarskjold throws the future of the U.N. in doubt 
as West German elections and Allied disagreements 
over tactics give Russia more strength in the Berlin showdown 


Washington is reeling this week un- 
der the impact of world events. With 
the U.N. crisis piling up on top of 
the already grave Berlin situation 
and the accelerating arms race, it 
begins to look as if the U.S. were 
caught up in something close to a 
general world crisis. 

The tragic death of Secy. Gen. 
Dag Hammarskjold has plunged the 
U.N. into a constitutional jam that 
calls into question the whole future 
of the world organization and the 
influence of the West within it. And 
this has happened just when its 
troops are desperately engaged in 
the Congo—putting at stake not 


only the prestige of the U.N. but 
remaining hopes for peace and sta- 
bility in Central Africa. 

Time bomb. Moscow’s Berlin 
time bomb ticks on meanwhile, none 
the less dangerous for being tempo- 
rarily overshadowed by Hammarsk- 
jold’s death. At midweek Secy. of 
State Rusk was in New York trying 
both to deal with the U.N. and to 
learn from Soviet Foreign Minister 
Andrei Gromyko whether there is 
any basis for negotiations with Pre- 
mier Khrushchev on Berlin. 

However, Rusk meets Gromyko 
against a background of scarcely 
veiled Western disagreement over 


the tactics to be followed in Berlin. 
And almost simultaneously, Paul- 
Henri Spaak, former secretary gen- 
eral of NATO and now Belgian 
Foreign Minister, has suggested 
possible compromises to Khrush- 
chev in Moscow—a move that 
some allied diplomats believe is sure 
to be interpreted by the Soviet 
leader as a sign of Western weak- 
ness. 

West Germany’s voters, too, have 
injected a new element of uncer- 
tainty into the Berlin crisis, and into 
East-West relations in Europe, by 
denying to aging Chancellor Konrad 
Adenauer’s party the unquestioned 
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Death of Dag Hammarskjold (above as 
he was greeted earlier by Congo Pre- 
mier Adoula) plunged U.N. into crisis. 


supremacy that it enjoyed for so 
long (page 47). At the same time, 
the Communists are putting new 
pressure on South Vietnam and in- 
creasing their efforts to topple the 
pro-Western government of Iran. 


1. Gloomy outlook 


Faced with this welter of imme- 
diate and longer-range crises, offi- 
cials in the White House, the State 
Dept., and the Pentagon were not 
bold enough this week to try to 
forecast with any precision the out- 
come of the political chain reactions 
now under way. But the consensus 
adds up to a pretty gloomy outlook 
for the U.S. and the West: 

= In the U.N., no matter how the 
constitutional crisis works out, 
Western influence is bound to be 
weakened and the world body’s 
power to keep the peace hobbled 
(page 27). A “neutralist” Asian or 
African is almost certain to succeed 
to the post of Secretary General—if 
in fact it proves possible to agree 
on any successor. 

The powers of the office, too, are 
likely to be limited under combined 
Soviet and neutralist pressure. This 
era of easy Western dominance of 
the U. N.—already waning—came to 
a crashing end along with Ham- 
marskjold in the Rhodesian bush. 

= In the Congo, the U.N. attempt 
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to reunite by force secessionist 
Katanga with the rest of the country 
is wavering badly. Reports flooded 
in at midweek of U.N. detachments 
overwhelmed, of other detachments 
held hostage, still others heavily be- 
sieged, and of spreading disaffec- 
tion among U.N. soldiers uncertain 
of what they were fighting for. 

Whether the headless U. N. would 
be able to get a cease-fire with Ka- 
tanga’s President, Moise Tshombe, 
was an open question. U.S. officials 
were sure of two things, though: If 
the U.N. failed in this effort and 
couldn’t follow through to victory, 
its prestige would be shattered and 
its capacity to act in other crises 
virtually ended. The result in the 
Congo itself almost certainly would 
be civil war in which the pro-Com- 
munist forces led by Antoine Giz- 
enga would have the best chance of 
victory. 

» In the Berlin crisis, the West 
seems headed for a political defeat, 
unless there is war by miscalcula- 
tion. The vulnerability of West Ber- 
lin, 100 miles inside Communist 
East Germany, is forcing the West- 
ern Allies to exhaust every possi- 
bility of negotiation. But in any 
negotiations the Allies will be seek- 
ing at best to retain the mere right 
of presence in and access to Berlin. 

Khrushchev will ask a stiff price 
if, in fact, he is willing to settle for 
anything less than complete Western 
capitulation. The minimum price— 
one that the Allies appear ready 
to pay—would be de facto recogni- 
tion of East Germany, an end to 
Berlin’s role as a cold war outpost, 
some degree of internationalization 
of West Berlin by stationing one 
or more international organiza- 
tions there, and probably some 
controls on West German arma- 
ments, 

= In West Berlin, the decline of 
Adenauer’s power may weaken still 
further the already weak Allied hand 
in negotiations over Berlin. Beyond 
that, some U.S. officials fear that it 
may call into question the basic 
alignment of West Germany between 
East and West. If there is a coali- 
tion of the Christian Democrats and 
the Free Democrats, and Adenauer 
steps down in favor of Economics 
Minister Ludwig Erhard, the pros- 
pect is for significant shifts in the 
political balance in West Germany 
—shifts that are bound to affect the 
established structure of European 
and Atlantic relations. 





Il. Berlin strategy 


At midweek, however, Washing- 
ton was concentrating on the imme- 
diate problems of trying to shore 








up the U.N. and to open the way 
for negotiations on Berlin. 

Behind Rusk’s attempts this week 
to find out from Gromyko whether 
the Soviets are willing to agree to 
negotiations on Berlin lies this grim 
reasoning: 

As things stand now, West Berlin 
is indefensible as a living city over 
the long haul. The three Western 
Allies probably could maintain their 
garrisons there and their military 
communications by force. But the 
Soviets and their East German pup- 
pets have it in their power to slowly 
and inexorably squeeze the life and 
heart out of the civilian city by en- 
gaging over a period of time in a 
series of harassments no one of 
which would appear to be grave 
enough to justify unleashing nuclear 
war. 

The Allies, therefore, must try to 
negotiate a new basis for maintain- 
ing the freedom and viability of West 
Berlin and their own military pres- 
ence, which is the ultimate guarantee 
of the city’s freedom. To do so, 
they must be and are ready to pay 
a price that is sure to include some 
recognition of East Germany and 
the indefinite division of Europe. 

France demurs. The British go 
along with this glum reasoning, and 
the Germans apparently are becom- 
ing at least resigned to it. The 
French still disagree. That was 
made clear again in last week’s testy 
talks between Allied foreign minis- 
ters. De Gaulle insists that the status 
quo is the best deal the Allies can 
get and that hence there is nothing 
to negotiate about. Furthermore, he 
believes that even to seek negotia- 
tions under the Soviet threat of 
force will not only increase Khrush- 
chev’s confidence that the West is 
weak, but may well lead him to 
raise his demands. 

Khrushchev’s plans. There is no 
assurance, of course, that Khrush- 
chev is willing even to agree to an 
acceptable basis for negotiations at 
this stage. 

As the Rusk-Gromyko talks began, 
the Soviets still were insisting that 
the only thing to be negotiated was 
Western acceptance of their pro- 
posals to sign separate peace treaties 
with the two Germanies, and to turn 
West Berlin into a free city and end 
Allied occupation rights. 

Unless and until Khrushchev re- 
lents on these terms and agrees to 
discuss Western proposals as well 
as his own, there will be no formal 
negotiations. But if he is willing to 
go that far, the U.S. and its allies 
are ready to agree to an East-West 
foreign ministers meeting in Octo- 
ber or November, possibly followed 
by a summit meeting later. 
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Silent tribute to Dag Hammarskjold, whose vacant chair is on dais at left, brings U.N. delegates to their feet 
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Fate of U.N. hangs in balance 


The accidental vacating of the Secretary General’s 
post gives Russia a readymade opportunity to stir up the 
dissension that might wel! end the U.N.’s usefulness 


The United Nations at midweek 
was engulfed in turmoil. 

The death of Secy. Gen. Dag 
Hammarskjold not only saddened 
the delegates who gathered for the 
annual meeting of the General As- 
sembly but also let loose powerful 
contending forces from the Com- 
munists, neutrals, and Western al- 
lies, each attempting to dominate 
the future course of the U.N. 

These cross-currents threaten to 
turn the session into a combination 
of circus and cold war. Discord may 
be even more intense than in last 
years meeting, attended by Soviet 
Premier Khrushchev and _ other 
heads of state [Bi Oct.1’60,p25]. 

The outcome of the battle will go 
far toward determining: 

= The fate of the U.N. as an in- 


strument for preserving world order. 

# The place of the U.N. within 
U.S. foreign policy. 

Soviet windfall. The Russians, 
who began an all-out attack on the 
U.N. last year, came to New York 
again ready to push their assault. 
The vacancy in the Secretary Gen- 
eral’s office gives them a wide open- 
ing for their anti-U.N. campaign. 
As an Indian visitor to New York 
this week said, sadly, “Dag Ham- 
marskjold’s death’ is a God-given 
opportunity for the Russians to 
create more chaos in the U.N.” 

The neutrals, who now outnum- 
ber the West and the Communists in 
the General Assembly, have been 
pressing for a general reorganiza- 
tion of the Secretariat and the 
Security Council to give them in- 


fluence proportionate to their num- 
bers. Hammarskjold’s passing will 
speed that movement. 

The Western allies are maneuver- 
ing to retain their influence in the 
U.N. and to preserve it as an effec- 
tive, if limited, tool of diplomacy. 

Who holds the aces. In this strug- 
gle, the balance of power lies with 
the ne ‘rals, since the West and the 
Conununists line up on _ oppo- 
site sides in most important issues. 
If the unaligned nations are willing 
to resist Russian intimidation, the 
U.N. will continue to have some im- 
portance on the world scene. If they 
succumb to Communist pressure, it 
may remain in existence as a deba- 
ting forum, but it will have little 
effect on international politics. 


If this happens, the U.S. most 



































likely would rescind its commitment 
to the organization, removing the 
U.N.’s main support since its found- 
ing 16 years ago. 

Filling a void. As the battle began 
this week, the task of filling Ham- 
marskjold’s post was added to an 
agenda already loaded with highly 
charged items on disarmament, co- 
lonialism, Communist China, and 
the Congo. These were set aside for 
the moment. Even before electing 
Mongi Slim, of Tunisia, president of 
this General Assembly, the dele- 
gates turned their attention to the 
question of the Secretary General’s 
successor. 

At midweek, there appeared to be 
three courses of action: 

To name a new Secretary General 
according to procedure laid down 
in the U.N. Charter. This seems to 
be impossible. For a year, the Rus- 
sians have been beating the drum 
for their “troika” proposal; now, 
with the office vacant, they can make 
a real issue of their plan. This would 
have a triumvirate of top officers— 
one each from the Communist, neu- 
tral, and Western nations—as_ the 
executive head of the Secretariat. 
All decisions would be taken by 
unanimous vote, thus giving Russia 
a veto at the Secretary General 
level. The Western allies and most 
neutrals find this unacceptable. 

To work out an interim solution. 
There are several variations on this 
theme, some proposed by the West 
and others by the neutrals. 

One neutralist proposal would put 
one man in charge of the U.N’s 
Congo operations, which urgently 
need leadership, and leave the 
housekeeping details of the Secre- 
tariat to three Under Secretaries 
General: a Russian, an American, 
and an Indian. But this amounts to 
an entering wedge for a troika ar- 
rangement, so it would not be ac- 
ceptable to the West. 

Another proposal, which the U.S. 
backs, would have the General As- 
sembly name an acting Secretary 
General, leaving the permanent ap- 
pointment to the Security Council, 
which under the Charter has au- 
thority only to nominate. But the 
Russians will not agree to this, and 
many neutralists, consequently, de- 
cline to support this plan. 

A third proposal, put forward by 
several Africans and Asians, is a 
compromise between the Western 
demand for a single Secretary Gen- 
eral and the Russian insistence upon 
troika. At midweek, “troika with a 
driver” was being bandied about 
the halls of the U.N. It would have 
three undersecretaries as a cabinet, 
and an acting Secretary General 
with limited powers. 
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To accept a deadlock. There may 
be no choice about this if the Rus- 
sians insist on having their troika 
and block all other solutions. At 


midweek, the Russian delegates 
maintained that they were adamant 
about troika. Some delegates, how- 
ever, believed that this might be a 
bargaining tactic. 

In any event, barring an extraor- 
dinary and unexpected agreement 
between the U.S. and Russia, a 
permanent Secretary General will 
probably not be named for a year, 
possibly longer. And if a deadlock 
continues as a result of the Russian 
demand for troika, the post of Secre- 
tary General may even have died 
with Hammarskjold. 

Disarmament. Besides the ques- 
tion of Hammarskjold’s successor, 
the issues of disarmament and of 
the whole package of membership 
and reorganization questions, in- 
cluding Communist China, will soon 
be in heated debate. 

This week, the U.S. and the So- 
viet Union submitted to the General 
Assembly a communique in which 
they set forth aims for a future dis- 
armament program. But they dis- 
agreed on how the disarmament talks 
would be carried out and on who 
would be included in them. 

Chinese membership. On Com- 
munist China, the U.S. has agreed 
with its Western allies to abandon 
its opposition to discussion of the 
issue. The Russians and many neu- 
trals are pressing for the seating of 
the Communist delegation this year. 
Until this controversy is settled, the 
Russians say, there can be no dis- 
cussion of reorganizing the U.N. 

Complicating this issue are the 
membership applications of Mauri- 
tania, a new African nation, and 
Outer Mongolia, a Communist satel- 
lite. The Nationalist Chinese vow 
that they will veto Outer Mongolia’s 
bid in the Security Council, which 
passes on new members. In retalia- 
tion, the Russians say they will veto 
Mauritania. That would anger the 
Africans, but not against Russia. 
African delegates, in fact, threaten 
to vote to expel the Nationalist 
Chinese from the General Assembly 
and to seat the Communist delega- 
tion. 

Because the question of Chinese 
representation in the U.N. is one of 
credentials, not of admission, the 
U.S. has no vetor The General As- 
sembly will debate and decide 
whether the Nationalist or Com- 
munist delegation represents China, 
which as a nation is a member of 
the U.N. Only in the Security Coun- 
cil do the five permanent members— 
U.S., U.S.S.R., Britain, France, and 
China—have a veto. 





Light 
on gas 
rates 


New FPC head plumps for area 
pricing on natural gas, 
but leaves some details vague 


New Chmn. Joseph C. Swidler of 
the Federal Power Commission 
(picture, right) neither wooed nor 
won the natural gas industry in his 
first major policy speech this week. 
But he did clear up some current 
confusion over the shape of gas 
regulation to come. And he probably 
left Houston—where he addressed 
the 17th national convention of the 
Independent Natural Gas Assn. of 
America—with more friends among 
gas men than when he arrived. 

“I am greatly encouraged,” said 
W.E. Mueller, president of Colorado 
Interstate Gas Co., and outgoing 
president of INGAA. “He’s learned 
a great deal about the industry in 
the weeks he’s been on the com- 
mission,” said Chmn. R. L. Kidd of 
the Cities Service Petroleum Co., 
Bartlesville, Okla. “Forceful and 
forthright,” said an investment an- 
alyst in the audience. 

For area pricing. Swidler indi- 
cated clearly that he, at least, fa- 
vored the area price concept of set- 
ting gas rates as opposed to the older 
individual company cost-of-service 
method. But he did not provide 
much satisfaction as to just how 
production costs might figure in de- 
termining an area price. 

Nor could Swidler be definite as 
to when area prices will be estab- 
lished widely enough to judge their 
effects on the industry’s rate of re- 
turn. There was also some question 
whether the commission would con- 
tinue pursuing the thousands of indi- 
vidual rate cases on its docket, or 
lump them into area price proceed- 
ings as these are expanded. 

Area pricing was announced by 
former FPC Chmn. Jerome K. Kuy- 
kendall (still an FPC member) at 
last year’s INGAA meeting, as a way 
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out of the bog of time-consuming 
individual rate cases. It had been on 
shaky ground for several weeks, 
however, since FPC examiner Ed- 
ward Marsh made little progress to- 
ward effecting it in recent South 
Louisiana hearings. 

Swidler said that “area rates, if 
feasible, seem to be far preferable 
for producers and consumers alike 

. and should be pushed forward 
with all possible dispatch and 
vigor.” 

In the middle. Many gas men had 
been apprehensive about the new 
policies Swidler might suggest. 
Others had expected enlightenment 
in detail on how their problems were 
to be handled. The chairman’s 
speech landed in the middle. 

He promised that the commission 
would work hard to establish clear- 
cut policies and clear up the mam- 
moth backlog of pending rates 
cases and facility construction appli- 
cations—but he also called for more 
rapid and detailed cooperation on 
the part of the industry itself. 

Incentives. Swidler saw several 
advantages in area pricing. Area rate 
proceedings, he said, “will prob- 
ably prove to be the most important 
single tool for developing a sound 
framework of producer rate regula- 
tion.” 

A cost-of-service or cost-plus- 
fixed-rate-of-return yardstick would 
not, in his view, adequately com- 
pensate the risk a gas producer takes 
in finding reserves. On this point 
the gas industry could not be viewed 
as a conventional public utility. “I 
do not delude myself that simply 
recovering costs plus a 6% return 
on investment is a sufficient incen- 
tive,” Swidler said. 

Another advantage, in Swidler’s 
view, would be that producers and 
owners of property would know be- 
fore they started drilling what price 
their gas would bring, and consum- 
ers would know what they would 
have to pay. Area prices for natural 
gas would be somewhat similar to 
posted prices for production of 
crude oil in each area. 

Prices and costs. Swidler also gave 
it as his opinion that area pricing 
would not affect existing contracts. 
For some, this raised the question 
of what the commission would do in 
cases where the area price does not 
leave producers a sufficient return 
on their present contracts. 

But Swidler emphasized that area 
prices, to be effective, must be set 
as ceilings and not as floors. 

Noting some recent arguments 
that any area rate decision must 
include a réservation allowing “mar- 
ginal, inefficient, or unlucky pro- 
ducers” to get a higher price by an 
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New FPC Chmn. Joseph C. Swidler gives preview of policies at Houston meeting 
of Independent Natural Gas Assn. He aims to speed cases, render opinions. 


individual cost-of-service showing, 
Swidler said: “It seems to me that 
such a position would make the area 
pricing approach meaningless.” The 
point of fixing area prices based on 
areawide costs and conditions, he 
said, is to “allow the individual com- 
pany that is more efficient to reap 
the benefits of its efficiency.” 

As the new commission works to 
determine area prices, Swidler prom- 
ised that it will lean harder on over- 
all cost evidence: “Area rates cannot 
be promulgated without a knowl- 
edge of at least the over-all cost of 
producing gas within the area... 
we should have a reasonably com- 
plete idea of your costs.” An ex- 
panded questionnaire on costs has 
been sent to major parties in current 
area price hearings, and a shorter 
one is being worked out for smaller 
producers. 

Speeding up. Swidler also made 
these points, in his speech or in 
discussions elsewhere: 

* He favors taking smaller pro- 
ducers out of regulation—he thinks 
that the FPC has this authority, and 


that it is attempting to fix on a di- 
viding line. 

* He outlined steps the commis- 
sion hopes to take to speed up the 
backlog of cases. These steps include 
possibly requiring companies to file 
a fully prepared case at the outset, 
streamlining field investigations, 
pooling efforts by intervenors with 
common interests, getting more per- 
sonnel, and setting cases for prompt 
hearing. This would give a “fighting 
chance” of deciding cases within the 
five-month period during which rate 
increases asked for are suspended. 

* He hopes FPC can write its 
opinions in such a way that under- 
lying policies can readily be identi- 
fied, and it will not be necessary to 
bring up again a question already 
decided. But being realistic, he 
added, “I will say that I do not 
expect a decline in natural gas liti- 
gation of such magnitude as to deci- 
mate the bar.” 

Swidler expressed the view that 
no additional legislation is needed to 
enable the FPC to carry out the pol- 
icies it has in mind. 


























U.K.’s Selwyn Lloyd (below), who 
has made large borrowing from IMF, 
backed protection of pound and dollar. 


U.S. Treasury team of Robert Roosa 
and Douglas Dillon marshaled support 
for plan to boost IMF resources. 





French delegation, led by Finance Minister Wilfred Baum- 
gartner (right), fought automatic extension of IMF credits, 
wanted deficit nations to take corrective steps on their own. 
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Per Jacobsson, IMF head, fathered 
compromise proposal to provide standby 
credits to moderate currency runs. 





cS is 


Moment of SEN for delegates at 
IMF annual meeting was provided by 
reception in Vienna’s Belvedere Castle. 


BUSINESS WEEK September 23, 1961 


Designing a buffer 
for money panics 


Delegates at international conference agree to support scheme 
to bolster IMF reserves with standby credits 


Finance ministers and central bank- 
ers of the free world this week took 
their first steps toward enlarging 
the resources—and perhaps some- 
day the functions—of the Interna- 
tional Monetary Fund. 

The outcome of the conference in 
Vienna was something of a triumph 
for Per Jacobsson, 68-year-old man- 
aging director of the IMF. His plan 
for enlarging the fund’s reserves 
[Bil Sep.16’61,p76] was supported 
by spokesmen for the leading indus- 
trial countries, but particularly by 
Treasury Secy. Douglas Dillon, head 
of the U.S. delegation. 

Private talks. Dillon met privately 
with all the important delegations. 
Nine filed through his suite in 
Vienna’s Imperial Hotel on Sunday, 
the day before the annual meeting 
of the IMF officially opened (pic- 
tures). After the formal opening ses- 
sion Monday, Dillon returned to the 
private conference rooms where the 
real work of the IMF is carried on. 
He continued his meetings up to 
Wednesday, the day set aside for 
speeches by heads of delegations 
on IMF problems. 

The delegates were not asked to 
express themselves in a formal vote 
on the Jacobsson plan. But spokes- 
men for countries involved made it 
clear that in principle, at least, 
there’s some agreement on what can 
and should be done. In essence, 
Jacobsson’s plan is to strengthen the 
free world’s defenses against inter- 
national currency shifts by adding 
to the IMF standby credits from the 
major industrial countries, to be 
used if the key reserve currencies 





the U.S. dollar and the British 
pound—come under severe pres- 
sure. 


Three persuaders. Jacobsson and 
Dillon, with powerful backing by 
Selwyn Lloyd, Britain’s Chancellor 
of the Exchequer, argued that such 
standby credits should be in the 
form of firm and automatic commit- 
ments, backed by appropriate legis- 
lative action in the individual coun- 


to help withstand pressures on free world’s key currencies 


tries. What they are aiming at are 
new reserves ample enough to con- 
vince speculators that the dollar and 
the pound can successfully be de- 
fended in time of crisis. 

The amount they have in mind is 
uncertain. Unofficially, $5-billion to 
$6-billion is being discussed as a 
sum large enough to have the psy- 
chological effect sought (with $3- 
billion to $4-billion coming from 
Europe and Japan), though backers 
may have to settle for less. 

Details of the plan—how much 
the participating countries will be 
asked to pledge, for example—will 
be spelled out toward the end of the 
year. The IMF staff under Jacobsson 
will prepare this agreement. 

Whether the plan actually goes 
into effect will depend on legislative 
action in the countries concerned. 
Some skeptics argue that it will be 
difficult to get the consent of some 
of the potential contributors. But 
most of the key financial leaders left 
Vienna confident that the agreement 
reached there in principle can be 
translated into a firm working plan. 

French dissent. Most conjecture 
concerns the French. Some members 
of the French delegation expected to 
the end that Jacobsson would with- 
draw or radically alter some of his 
ideas as a result of their objections 
and qualifications. But, in a series 
of conferences designed to offset 
those held by Dillon, French Fi- 
nance Minister Wilfred Baumgart- 
ner failed to gain recruits. One 
American observer, who had ex- 
pected West Germany to line up 
with France behind the scenes, at 
least, described the West Germans 
as “most helpful” to Dillon. Their 
stand was one of the major factors 
blocking Baumgartner. 

Baumgartner did score some 
points that may be reflected in the 
final plan. For one thing, he does 
not want standby commitments 
available automatically, but sought 
like an intervening consultation. 

Baumgartner also insisted that 
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U.S. and U.K. should not be able 
to look for IMF help in correcting 
their balance-of-payments deficits 
unless they follow prudent policies 
at home. Such preachments have 
long gone out to other countries from 
the U.S., and France has often been 
on the receiving end herself. So 
Baumgartner was plainly. enjoying 
the opportunity of reversing the 
roles. 

Kennedy’s intentions. The French 
demand for advance promises of 
prudent behavior on the part of the 
U.S. reflects in part doubts held 
in conservative banking circles 
about the Kennedy Administration’s 
willingness to take strong corrective 
measures if the dollar should get 
into serious difficulties. Dillon gave 
informal assurances, but did not 
commit the U.S. in advance to any 
particular type of domestic policy 
because this could cause difficulty in 
Congress if the standby agreement is 
presented for ratification. 

In their conferences, U. S. officials 
insisted they found no_ serious 
doubts about the fiscal discipline of 
the Kennedy Administration among 
financial officials. According to a key 
U.S. negotiator, “We have no prob- 
lem from our opposite numbers in 
finance ministries or central banks. 
They accept Kennedy’s pledge to 
produce a balanced budget next 
year as basic Administration doc- 
trine.” 

In addition to the standby credit 
proposal, a move to replenish the 
IMF holdings of a few particular 
currencies also gained support. 
Holdings of West German marks 
and Italian lira are especially low, 
and it is expected that these coun- 
tries will make additional funds 
available. 

The long run. Such steps are far 
from the dramatic innovations sug- 
gested by Prof. Robert Triffin of 
Yale and others who fear the free 
world is faced with the prospect of 
a serious liquidity crisis. Triffin has 
proposed that the IMF be converted 
into a free world central bank with 
powers to create and withdraw 
credit reserves. The Triffin plan has 
been seriously considered by the 
Administration, and is far from dead 
as a long-run goal. 

But the steps approved at Vienna 
were considered a prerequisite to 
further moves. The Jacobsson plan 
is not thought of as sufficient to sup- 
ply all the additional support the 
dollar or the pound might sometime 
in the future require. Rather, it’s 
viewed as an essential adjustment in 
the international financial mecha- 
nism, and the U.S. felt confident 
that it would prove an effective buf- 
fer over the short run. 
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Merger pot 
is boiling over 


Record surge in amalgamations reflects growing conviction of 
many companies in all lines of business that to 
operate successfully in today’s economy they must grow bigger 


Last week’s announcement that Ford 
Motor Co. and Philco Corp. plan to 
merge is the biggest, flashiest amal- 
gamation proposed in a long time 
[BIMi Sep.16’61,p34]. But it’s far from 
the only one. 

Merger activity in recent months 
has been running at a high pitch; 
higher, indeed, than ever before. 
Martin Co. and American-Marietta 
Co. propose to merge next month to 
create a big ($1-billion in sales) new, 
widely diversified concern that will 
cut across a broad swath of indus- 
try. Railroads are scrambling for 
position in a wave of mergers that 
could completely revamp the rail- 
road map in the East. 

Only uncertainty about the atti- 
tude of federal regulatory agencies 
is holding in check a tide of bank 
matriages. 

No abatement. The fact is that the 
tempo of amalgamations that peri- 
odically has attracted attention in 
Washington and among economic 
theorists has not abated. American 
business is continuing to merge and 
is continuing to bring about some 
significant changes in the economy. 

Traditionally, merger activity 
picks up when times are good. A 
booming stock market encourages 
companies to make favorable acqui- 
sitions through an exchange of 
stocks—“printing their own money” 
one Wall Streeter calls it. Tax laws 
help, too. A loss on the books of an 
acquired company can give a real 
boost to the reported earnings of its 
new parent. 

The only near-reliable count of 
mergers and acquisitions is kept by 
the Federal Trade Commission, 
which compiles its list from merger 
announcements in newspapers, fi- 
nancial reporting services, and busi- 
ness journals. Through the first half 
of 1961, FTC counted 540 mergers 
and acquisitions, up from 525 in the 
first half of 1960. In August and Sep- 
tember, the pace quickened, and 


FTC recorded 217 transactions. For 
all of 1960 the FTC counted 1,012 
mergers, lower, but not much under 
1959’s 1,050 transactions. 

Economic pressure. By themselves, 
these raw figures don’t mean much. 
They don’t show the turmoil that 
may lie behind the passion to merge 
in some industries. Eastern railroads, 
in deep trouble in recent years, are 
struggling to reach merger agree- 
ments. Rails are the best example of 
an old industry weakened by new 
economic developments and strug- 


* gling to regain health by combining 


with each other. 

One of the important causes of 
the railroads’ plight is the mush- 
rooming growth of airlines. And 
ironically, the air carriers also are 
looking to mergers to solve their 
own economic troubles. Sharply in- 
creased competition during the 
1950s found airlines unprepared for 
the deep changes that jet flights have 
caused in their operations. The big- 
ger, faster, more efficient jets—plus a 
slowdown in traffic growth—have 
left empty seats on planes. 

Just this week, an announcement 
came that could mean the absorption 
of Northeast Airlines by Mohawk, 
Eastern, and National (page 36). 

In some cases, the government is 
pressing more quickly toward a co- 
hesive plan of merger than the -air- 
lines want. The Civil Aeronautics 
Board says it will not allow the 
pattern of airline mergers to be set 
solely by the “vagaries of the mar- 
ketplace.” 

Bank situation. Bankers are in a 
mood to merge because of geo- 
graphical restrictions and compe- 
tition from other institutions. They 
want to keep pace with the fast 
growth of their corporate customers 
by increasing their branches and 
merging, which gives them funds to 
make bigger loans. 

A 1960 law, however, divides au- 
thority for approving bank mergers 
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between three bank agencies—the 
Federal Reserve Board, the Comp- 
troller of the Currency, and the Fed- 
eral Deposit Insurance Corp.—and 
the Justice Dept. Disagreement 
among these agencies about who 
has final say has prompted the 
Antitrust Div. of the Justice Dept. 
to file five antitrust suits this year. 

Beyond these areas that have had 
much public attention in recent 
months are others where changes 
are taking place more quietly. 
Wholesaling and retailing have been 
especially merger-prone. For the 
first half of this year, for example, 
the FTC tabulated more than 70 
mergers, acquisitions, partial acqui- 
sitions, or similar proposals that 
involved wholesale-retail companies. 


Vending machine companies are 
conspicuous among this total. 
Retail concentration. The  six- 


month tabulation illustrates a quick- 
ening pace in concentration within 
retailing. FTC suggests that the 
trend toward chain store operations 
is extending to department stores. 
Specialty shops and the smaller food 
chains are now vulnerable, it says. 

The tendency toward concentra- 
tion in retailing shows greater eff- 
ciencies accruing to chain operators 
and, says an FTC official, “rightly 
or wrongly, it’s happening.” 

Electronics acquisitions. This 
movement is in contrast with large 
numbers of mergers in the elec- 
tronics industry, which government 
trustbusters point to as a fine ex- 
ample of a burgeoning industry that 
has outgrown itself and is trying to 
catch up. Many acquisitions in this 
field by large companies simply rep- 
resent the purchase of a specific skill 
or maybe simply brain power. Lit- 
ton Industries, Inc., is regarded as 
an example. 

Lockheed Aircraft, a couple of 
weeks ago, acquired 100% owner- 
ship of Grand Central Rocket Co., a 
Redlands, Calif., propellant pro- 


| ducer. The idea was to give Lock- 


heed a full-fledged team of rocket 
propellant specialists in its efforts 


_ to take part in the space program. 





Joint ventures. Another industry 
with a high rate of merger activity 
is chemicals. The FTC counted 35 
separate transactions—mergers, ac- 
quisitions, partial acquisitions — 
among chemical companies in the 
first half of 1961. This is in an indus- 
try where federal antitrust officials 
worry about an already heavy con- 


' centration in production of raw ma- 


terials. 

Complicating any assessment of 
merger in chemicals, though, is the 
sharp growth in recent years of 
“joint ventures” in the industry. 
These are companies set up by two 
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or more parents to make specific 
products, usually utilizing a byprod- 
uct of one of the parents. Joint ven- 
tures also are a popular device in 
the fast-growing petrochemicals in- 
dustry. 

These ventures raise many anti- 
trust implications, and the Justice 
Dept. last year filed a suit challeng- 
ing one set up by Pennsalt Chemical 
Corp. and Olin Mathieson Chemical 
Corp. The joint ventures are bother- 
some to antitrust attorneys who feel 
they represent a concentration of 
control of production of raw mate- 
rials in areas where there are few 
producers. 

Washington’s attitude. Washing- 
ton’s reaction to all the recent 
merger activity is surprisingly 
spotty. Top officials of both the Jus- 
tice Dept.’s Antitrust Div. and the 
FTC have vowed to be vigilant in 
enforcing the anti-merger law— 
Sect. 7 of the Clayton Act, which 
forbids mergers that may tend to 
lessen competition or create a mo- 
nopoly. To date, their records do not 
indicate any real surge in .anti- 
merger activity, though it sometimes 
is difficult to isolate the Justice 
Dept.’s intent in an antitrust com- 
plaint—it may toss in a charge of a 
Sect. 7 violation simply to add an- 


other possible winning point before 
a judge. 

Aside from the five bank anti- 
merger cases, which in this context 
must go down as a special situation, 
the Justice Dept. has filed only a 
half-dozen anti-merger cases since 
January. Its latest suit was filed this 
week, seeking to block the purchase 
of Honolulu Oil Corp. by Tidewater 
Oil Co. and Pan American Petroleum 
Corp. 

The FTC has filed only two Sect. 
7 cases since the beginning of the 
year, though FTC Chmn. Paul Rand 
Dixon has indicated the commission 
will step up its anti-merger work. 

Sensitive areas. There are certain 
areas of the economy in which it 
would be a safe bet that any merger 
activity would result in an antitrust 
suit. They are ones in which the in- 
dustrial structure is fairly well estab- 
lished; where there are a few lead- 
ers; where it is already difficult for 
new competitors to get into busi- 
ness. Steel is undoubtedly one—Jus- 
tice successfully blocked the merger 
of Bethlehem Steel and Youngstown 
Sheet & Tube as a violation of Sect. 
7 [BWM Nov.29°58,p65]. The antitrust 
agencies also are watching more 
closely when a producer of a basic 
material acquires a fabricator. 


Another crash mars Electra’s record 


But weekend accident in Chicago shows no sign of the kind of 
structural failure that caused recent modification 


Lockheed Aircraft Corp.’s turboprop 
Electra airliner (picture) flew under 
a cloud again last weekend when a 
Northwest Orient Airlines flight 
crashed on take-off from O'Hare Air- 
port, Chicago. However, no struc- 
tural failure seemed involved. 

The crash, which killed all 37 pas- 
sengers and crew members, was the 
sixth fatal accident in the Electra’s 
31 months of operation. After two 
crashes attributed to structural fail- 
all Electras in service were 


ure, 
recalled to Lockheed for strengthen- 
ing. 

Seconds after the Northwest 


plane, bound for Florida, took off 
from O’Hare, witnesses say it ap- 
peared “sluggish” and wobbly. Its 
right wing dipped, slowly at first 
and then more sharply, as though 
the plane were going into a slow 
roll. 

“It behaved,” said a pilot who has 
flown Electras, “exactly the way it 
would if it weren’t under control.” 

The last words of the pilot to the 





control tower, clear in an otherwise 


unintelligible message, were a 
shouted “No control!” Why the 
Electra should have been out of 
control; however, was not known at 
midweek. Investigators were search- 
ing the crash site for the wire tape 
from the plane’s shattered flight re- 
corder, hoping for a clue. 
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Broilers: production vs. prices 
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Too many chickens 


Congress unit hears pleas for federal help for the broiler 
industry, whose production efficiency has outrun 
the national appetite. It’s contract growing that does it 


The diverging lines on this chart 
have touched off cries for govern- 
ment farm subsidizers to move into 
a bastion of agricultural free enter- 
prise—the $1-billion-per-year broiler 
industry. 

This possibility is the subject of 
investigation by a House Small Busi- 
ness subcommittee. Congressmen 
kept ears cocked for such a need in 
two-part hearings ended last week; 
their forthcoming report may lead to 
further inquiry by a legislative com- 
mittee. But while the committee was 
wondering why chicken growers are 
going broke in large numbers, testi- 
mony was largely recriminatory. 
Giant chicken-feed companies ex- 
changed bitter words with farmers 
over just who is to blame for the 
mounting broiler glut. 

Ironically, perhaps, broiler pro- 
duction seems to have become too 
efficient for its own good. Develop- 
ment of new breeds, new feeds, and 
new growing techniques has re- 
sulted in a bird that swells to tender 
market size in eight to nine weeks 
on an ever-decreasing intake of feed- 
stuffs. Alongside this, farmers, feed 
companies, hatcheries, and poultry 
processors have got together in a 
highly efficient form of busivess in- 
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tegration called contract growing 
[Bi Mar.21’59,p167], which now 
accounts for 95% of U.S. broiler 
growing. It permits mass production 
of birds, with close scheduling of 
various production stages from 
hatchery to the supermarket. 

The contracts vary. Sometimes 
the farmer puts up only his land, 
buildings, and labor; in other cases, 
farmers themselves “integrate” by 
going into the feed business. What- 
ever the form, the system adds up 
to liberal financing and extremely 
low costs for the grower. It permits 
a single laborer to produce up to 
40,000 chicks four times a year, and 
a complex growing operation to spit 
out a million or so each year. 

2-billion birds. Result of all this: 
The nation’s broiler output has 
reached glut proportions. It is soar- 
ing to 2-billion birds this year, nearly 
double the number five years ago— 
and up from a minuscule 35-million 
or so when broilers were mainly the 
farmwife’s sideline some 25 years 
ago. Spurred by declining prices and 
persistent promotion, every man, 
woman, and child in America now 
eats nearly 25 lb. of broilers each 
year—12 times the annual consump- 
tion in 1940. 





But there seems to be a limit t 
how much chicken Americans are 
willing to eat, and as consumption 
has leveled off prices have gone into 
a nose-dive. Quoted at 36¢ a pound 
on the farm in 1948, broiler prices 
have edged downward to an average 
of about 25¢ in 1955. Since then they 
have plunged to a yearly average of 
about 15¢ at mid-1961. But the 
monthly averages are even worse: In 
June it was 12.8¢, and in some areas 
in recent weeks farmers were happy 
to get 10¢ a pound. 

What worries the subcommittee 
is why the glut continues in face of 
prices that in many cases are below 
production costs. The bogeyman, 
growers charged at the hearings, is 
contract-growing—more specifically 
the way it’s carried on by the two 
dozen feed companies that directly 
or indirectly influence nearly two- 
thirds of U.S. broiler production. 
Feed companies, say these growers, 
are placing huge flocks of chicks 
under contract just to sell more feed. 

The Agriculture Dept. supported 
this argument. A USDA economist 
said in the hearings that it’s his 
“general impression’ that there is a 
direct correlation between the glut 
and the contract system. The feed 


companies have greater fixed costs, ° 


he reasoned, “which creates more 
drive to produce.” There were also 
charges of impending “monopolis- 
tic” control by feed companies. 

Not so, say the feed companies, 
which claim: 

" They raise relatively few broil- 
ers. 

« They got into the broiler busi- 
ness in the first place because farm- 
ers who formerly were potential or 
actual customers went into the feed 
manufacturing business themselves. 

Contractors. Ralston Purina Co. 
one of the largest contractors, fig- 
ures its independent dealers and its 
own feed stores will raise about 
104-million broilers this year, or 
about 5% of the U.S. total. But 
J.D. Sykes, Purina’s vice-president 
for public relations, told the com- 
mittee that contract growing is a 
way “to aid and to protect our 
dealer organization during a period 
of disastrously low [feed] markets.” 
Competition in the feed industry 
also forced Pillsbury Co. into con- 
tracts, Dean McNeal, executive vice- 
president, told the committee. It 
planned to build a $1-million feed 
mill in northern Alabama on the 
strength of a prospective market of 
20 growers. But by the time the mill 
opened last year they had dwindled 
to 10, and now to five, as the others 
started making their own feed or 
contracted out to other companies. 
Said McNeal wryly: “This type of 
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NEMA 4 

STAINLESS STEEL 
WATERTIGHT AND 
WEATHERPROOF ENCLOSURE 
for use outdoors or where a great 
(o[-¥-] me) Magteli-j00]¢-mi lo) ¢-1\-10h 


BULLETIN 709 
SERIES K SIZE 2 
ACROSS -THE-LINE 
STARTER 

Rated 15 hp, 220 v; 
25 hp, 440-550 v. 
Other Series K ratings 
up to 100 hp, 220 v; 
200 hp, 440-550 v. 





The New Size 2 Motor Starter 
Uses ONLY HALF the Space, and Yet — 


It’s good for MANY MORE MILLIONS of OPERATIONS 





Impossible—you may say! But, it’s true. You’ll find un- 
believable reliability and much longer, trouble-free life 
packed into these new, surprisingly small Allen-Bradley 
Series K starters. For instance, the above open-type 
Bulletin 709 Size 2 uses 51.0% less panel space than the 
previous Bulletin 709 starter—and it, too, was thought 
of as a small starter! Higher ratings in the new A-B line 
offer similar space savings. 

You’re certain to be interested in many other Series K 
features, such as the new weld-resistant double break 


ALLEN -BRADLEY 


Member of NEMA 


contacts of cadmium oxide silver . . . new built-in ‘“‘extra’”’ 
interrupting capacity . . . new cushioned high-efficiency 
magnet... new pressure molded coil . . . new permanent 
air gap .. . new trip-free and tamperproof solderpot over- 
load relays. Then, too, there’s the new modern family of 
enclosures for every operating condition. Styled by 
Brooks Stevens, they give every installation an eye- 


appealing, business-like beauty. For more details please 


write for Publication 6100: Allen-Bradley Co., 1202 S. 
Third Street, Milwaukee 4, Wisconsin. 


Quality 
Motor Control 














integration on the part of producers 
had a drastic effect on our ability to 
sell feed in Alabama.” So Pillsbury 
started contracting, too. 

Whoever is right, the contract 
growing system is clearly on the de- 
fensive in this squabble. Growers 


themselves have long looked to this 
system as an ideal marriage of farm- 
ing and business. But a fortnight 
ago, the powerful Georgia Poultry 
Federation did an about-face. Ad- 
mitting it can’t regulate its own in- 
dustry, the federation voted to seek 


federal supervision over marketing 
or production. One idea making the 
rounds is for the government to start 
at the source and buy up surplus 
breed hens—which raises the tanta- 
lizing prospect of taxpayers paying 
for broiler birth control. 


Ailing airline ponders merger bid 


Northeast, its losses mounting, gets proposal from three 
- lines to merge it with Mohawk, drop its Florida 
route in favor of Eastern and National; but it is wary 


Northeast Airlines, Inc., smallest and 
sickest of the remaining 11 trunk air- 
lines, now appears to be fighting for 
its very life. 

Until five years ago the carrier was 
a tiny and struggling airline limited 
mostly to short-haul routes within 
New England. In an effort to 
strengthen it and get it off federal 
subsidy, the Civil Aeronautics Board 
gave it a five-year temporary certifi- 
cate to serve the lucrative New York- 
Florida market. 

Today Northeast has no subsidy 
and is losing more money than ever. 
For the first half of this year it had 
a net loss of $2.8-million, up from 
$2.2-million for the first six months 
a year ago. Its Florida certificate is 
due to expire Nov. 27. So far, at 
least, the board’s plan hasn’t worked. 

This week three airlines, Mohawk, 
Eastern, and National, proposed that 
the experiment should be dropped; 
that the Florida certificate should 
not be renewed; and that Mohawk 
should be merged with Northeast to 
continue serving the New England 
cities. 

Mohawk is one of the nation’s 13 
local service airlines, which serve 
smaller cities and shorter route seg- 
ments [BI Jun.15’61,p120]. They are 
subsidized by the federal govern- 
ment. 

Deal. Under the proposal, Mo- 
hawk would offer 460,000 shares of 
its common stock to Northeast 
holders, plus 10-year warrants for 
an additional 100,000 shares of Mo- 
hawk common. Eastern would offer 
10-year warrants for 300,000 shares 
of Eastern common, plus $7-million 
worth of convertible subordinated 
notes. National would offer 10-year 
warrants for 200,000 shares of Na- 
tional common, plus  $3-million 
worth of notes. 

The warrants would provide for 
the purchase of Mohawk, Eastern, 
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and National stock at one-third 
above the market price of the shares 
during a specified period after CAB 
approval. 

In return for this, the merged 
Northeast-Mohawk would operate 
Northeast’s fleet of 11 Vickers Vis- 
counts, subject to acceptance by 
Vickers of convertible subordinated 
notes to be issued by the merged 
company. It would operate North- 
east’s fleet of 10 DC-6Bs, subject 
to existing loan agreements with the 
Chase Manhattan Bank. The re- 
mainder of the fleet would be com- 
posed of Mohawk’s present Convair 
240s and 440s and Martin 404s. 

Eastern and National role. East- 
ern would take over three of North- 
east’s six Convair 880 jets and oper- 
ate them on the New York-San 
Juan run. Eastern and National 
would also “consider disposition of 
leases on the three remaining 880s, 
for which the merged company 
would have no responsibility.” All 
six planes are leased to Northeast, 
the lease being guaranteed by Gen- 
eral Dynamics Corp. [Bi Apr.15°61, 
p108]. 

Eastern and National would once 
again have the New York-Florida 
market to themselves. The merged 
Mohawk-Northeast would serve all 
of Mohawk’s present cities in New 
England, New York, Michigan, and 
Ohio. It would, however, drop many 
of Northeast’s smaller New England 
points. instead, these communities 
would be served through regional 
airports. 

Questions for CAB. The proposal 
offers possibilities that may prove 
attractive to CAB—elimination of a 
carrier on the New York-Florida run, 
where traffic has decreased in recent 
years, strengthening a subsidized 
local service carrier, development of 
the regional airport system in New 
England, and further isolation of 








Howard Hughes from control of any 
airline. Hughes owns 78% of Trans 
World Airlines, Inc., and 11% of 
Atlas Corp., which owns 56% of 
Northeast. All his airline stock is 
now in voting trust agreements. 

But the proposal also raises two 
points that may prove difficult: 

* Would the board allow North- 
east to profit by selling its temporary 
New York-Florida authority? The 
board has the right to dispose of this 
route in the public interest without 
any exchange of money. 

# Would the board agree to Mo- 
hawk’s insistence that the Northeast 
routes in New England be eligible 
for subsidy? The CAB is under 
strong pressure from Congress to 
reduce, not expand, airline subsidies. 
In allowing Mohawk recently to take 
over a number of small cities from 
Eastern, the board pointedly said 
Mohawk could not receive a subsidy 
for serving these points. 

Doubts. The three airlines made 
their proposal to David A. Stretch, 
chairman of Northeast and president 
of Atlas Corp. 

In reply Stretch said that North- 
east would make a thorough study of 
the bid. He pointed out, however, 
that Northeast still has an applica- 
tion in for a permanent award for 
the Florida route, and that Eastern 
and National are vigorously opposed 
to the granting of this award. 

James W. Austin, Northeast presi- 
dent, who last week predicted that 
the airline would make money next 
year for the first time in its 28-year 
history, declared that none of the 
Northeast officers or directors had 
previously had a chance to see or 
discuss this plan and that it was 
“self-serving to say the least.” 

“We're going to take a very care- 
ful look at it, quite naturally,” he 
said. “But already we have some 
grave doubts.” 
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DEPARTMENT OF DEFENSE—AIR FORCE PHOTO 


HOW NICKEL TAKES THE MEASURE OF 
THE WORLD'S FASTEST ROCKET TRACK 


This is a 2000-miles-an-hour-plus 
rocket sled hitting the water brakes 
... part of continuing tests by the 
Air Force Systems Command. 


The sled travels on a 35,050-foot 
track that was built with such pre- 
cision that even the curvature of the 
earth was considered in its construc- 
tion. 

Rocket, aircraft, and missile com- 
ponents roaring down this track at 
Holloman Air Force Base, New 
Mexico, are timed and photographed 
right at rail level. How? By blades— 
set at intervals of exactly 13.00 feet 


along the track—that interrupt a 
light beam as the sled rockets by. 
To align these vital track blades, a 
tape made of Invar (36% Nickel) 
was specified. This nickel-iron alloy 
has an extremely low coefficient of 
linear expansion... virtually elimi- 
nates error caused by variations in 
ambient temperature conditions. 
Consequently, there isn’t .005-of- 
an-inch deviation in blade alignment 
in the entire seven miles of track. 
When it’s important to you that 
alloys resist all sorts of temperature 
conditions...or great stress and im- 


pact ...or high corrosion ... look to 
the alloys that contain Nickel. They 
might well solve your metals prob- 
lems — accurately —and at practical 
cost. Why not write to us describing 
your metal needs. 


THE INTERNATIONAL NICKEL COMPANY, INC. 
67 Wall Street ine New York 5, N. Y. 


INCO NICKEL 


MAKES ALLOYS PERFORM 
BETTER LONGER 




















In business 


California smog board O.K.’s device 
to clean up crankcase gases 


California’s Motor Vehicle Pollution Control] Board has 
approved the first device for reducing smog-producing 
hydrocarbon emissions from autos. It’s a “positive crank- 
case ventilation system,” developed by General Motors’ 
AC Spark Plug Div., and eliminates up to a third of the 
pollutants in the blowby gases from the crankcase. It 
does not reduce exhaust emissions. 

California law provides that as soon as the board 
approves two such devices their use will become 
mandatory under a graduated deadline system. Five 
more devices are now being tested and officials expect 
two to be O.K.’d by yearend. The AC Spark Plug device 
costs an average of $20 installed, depending on the 
model of car, and with some running up to $40. They 
are now being installed voluntarily on U.S.-made 1961 
models sold in California. 

As for devices to cut down on exhaust emissions, nine 
are now being considered by the board and they too 
will become mandatory when two have been approved. 
More complex than the crankcase devices, they are 
expected to cost between $50 and $100, plus installation. 

Action by the California board may set the pattern 
for similar regulations in at least 17 more states. 


Westinghouse countersuit 
asks $31.8-million for TVA generators 


Westinghouse Electric Corp. last week filed a $31.8- 
million countersuit against the Tennessee Valley 
Authority. Last July, TVA sued Westinghouse for 
$20-million in the Chattanooga federal court, charging 
breach of contract. 

Both suits stem from 16 steam turbogenerators in- 
stalled at three TVA plants in 1951 and 1952. TVA 
charges that some of the generators were “grossly ineffi- 
cient” and had “defective materials, workmanship, and 
construction.” 

On top of this, in defending the TVA suit, Westing- 
house asked that if TVA wins, then Westinghouse be 
awarded $29.2-million in “credits” similar to those 
asked in the countersuit. 


New wood pulping process promises 
lower costs, end to pollution 


A “hydrotropic” wood pulping process and a related 
semi-hydrotropic method both promise big money 
savings for the wood pulp industry, and an end to its 
pollution of streams according to pilot plant tests 
still going on at the Brown Co. mills in Berlin, N. H. 
The processes, developed over many years by Ralph 
H. McKee, a retired Columbia professor of chemical 
engineering, use a hydrotropic chemical, sodium 
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xylenesulfonate, as the principal reagent in the pulping 
solution. Among the benefits claimed for the McKee 
processes are: 

* Lower capital investment and labor costs. 
McKee says an existing plant could be converted to the 
hydrotropic process for one-sixth of the cost of a new 
plant. 

* Because the hydrotropic process reduces the 
amount of water needed to dissolve pulp chemicals, 
it makes it easier to dry out the end product. The 
semi-hydrotropic process needs only 500 gal. per ton of 
pulp, compared with about 55,000 gal. in older 
methods. 

# The process eliminates the dumping of chemical 
wastes into rivers and has no objectionable odors. 

# Dry-weight yield of the pulping woods will range 
between 88% and 92%, compared with the present 60%. 

* Costs of chemicals used in the semi-hydrotropic 
process are about 50¢ per ton, compared with between 
$5 and $30 by present methods. 


Senate delays peril House bill 
for tax relief of du Pont shareholders 


An amended bill to ease the tax pains of du Pont 
stockholders, if the company distributes its 63-million 
shares of General Motors, passed the House with ease. 
But its fate is clouded by threats of a prolonged floor 
fight in the Senate, which could prevent its being 
passed this year. 

The bill as amended applies only to the du Pont-GM 
case and not to forced distributions in general. And it 
puts a three-year time limit on the relief, which would 
treat the distributed GM stock as a return of capital, 
not as net income [BI Sep.16’61,p32]. 


Army plans two big new orders 
for M-113 armored personnel carriers 


The Army is planning a massive expansion of produc- 
tion of M-113 armored personnel carriers for both 
infantry and armored divisions. 

Californias FMC Corp., which developed the 9-ton 
air-transportable vehicle and is now the sole producer, 
will have a “minimum add-on contract” tacked to its 
present $40.6-million order, to permit quick delivery. 
On top of that, the Army will award two large orders 
to two contractors at “dispersed locations.” Competitive 
negotiations will begin soon, with FMC eligible to bid. 

Earlier, payments on the present FMC contract had 
been held up for a month, after Sen. Estes Kefauver 
(D-Tenn.) asked why the order had not gone to Chatta- 
nooga’s Wheland Corp., whose bid was only $7,000 
higher than FMC’s and which is in a labor-surplus 
area. However, the Defense Dept. demands that bid- 
ders in labor surplus areas get preference only if they 
match other low bids [BM Aug.5’61,p24]. 
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Congress recess 
will give Kennedy 
freer action 


Change in mortgage 
rates undecided 
until adjournment 


Eisenhower sees 
‘big spending’ 
as top 62 issue 


Washington outlook Bi 


September 23, 1961 


Pres. Kennedy will be freer to act on his own once Congress adjourns. The 
White House welcomes a Congressional respite as the President and his 
aides start a new round of negotiations with the Soviets over Berlin and 
its companion “war and peace” issues. 

There is a weariness on Capitol Hill contributing to irritability that only 
a vacation can remedy. Congressmen who traditionally are proud of their 
loyalty to the President are tired enough to get in a bickering mood, 
particularly on the frustrating problem of dealing with Khrushchev. 
Kennedy supporters acknowledge the Administration could have gotten 
rougher handling than it received in the closing, fatiguing days of the 
session. 

The world crisis, obviously, worked to Kennedy’s advantage. Kennedy 
got substantial restoration of foreign aid funds after the House Appro- 
priations Committee had cut them deeply. He won approval of his plan 
for a disarmament agency, and authorization for his Peace Corps in the 
closing days of Congress. 

(The House of Representatives gave a nod to the present crisis and 
struck a blow against appeasement by changing the name of the disarma- 
ment agency to the Arms Control Agency.) 

With Congress gone, Kennedy now will speak with more precise 
authority as “the” Washington voice. Members of Congress opposing U.S. 
day-to-day tactics against the Soviets will not have the floors of the two 
houses as a forum. A speech back home carries much less force than a 
speech in the Senate. 


The Administration is considering whether to raise interest rates on home 
mortgages. Kennedy will be freer to act once congressmen leave town 
and can’t directly complain. The present 514% maximum rate on FHA 
mortgages was installed as a key part of the new Administration’s drive to 
lower long-term interest rates. Democrats in Congress backed up the 
President last spring in dropping the FHA rate a full 42% below the 
Eisenhower Administration rate. 

Now there is new pressure on mortgage rates, and investors anticipate 
greater demands for long-term money. Discounts on FHA paper reflect 
this. Conventional loans are running around 6% for new homes. Top 
officials meeting in the White House this week decided against raising 
the 514% rate for the time being. August housing starts, though down, 
were not regarded to be bad enough to force a decision now. 


Republican leaders of all factions are rallying around ex-Pres. Eisenhower 
as a way to appeal to the voters next year. He will be the party's leader in 
the 1962 campaigning and will probably go to the stump in behalf of 
Congressional candidates if his present robust health continues. Certainly, 
Republican congressmen regard him, not Nixon or Rockefeller or Gold- 
water, as the strongest leader right now. And Eisenhower relishes the role; 
congressmen who see him at Gettysburg say he is getting fun out of poli- 
ticking now, whereas he regarded politics as a hairshirt when he was in 


office. : 
Eisenhower sees the Republicans as winners next year if they hit the 
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‘Backdoor spending’ 
will be played up 


Major legislation 
Carrying over 
to next session 


Kefauver, Douglas 
will push for 
more regulation 


Washington outlook continuea 


spending issue hard. His criticism is aimed at domestic welfare programs 
and public works. The Republicans’ victory in the dispute over authorizing 
federal money for electric generators at the Hanford, Wash., atom installa- 
tion showed the spending issue has appeal. In successive votes on the pro- 
posal in the House, Republicans were able to muster increasing majorities 
each time against the $95-million authorization. Eisenhower is more sym- 
pathetic to Kennedy’s foreign aid plans, and, of course, fully supports the 
military buildup. 


Congress adjourns with Kennedy and the Republicans fighting to a draw 
over so-called “backdoor spending,” a method of financing new programs 
by direct borrowing from the Treasury rather than from Congressional 
appropriations. Early in the session, Kennedy won the right to finance 
much of his housing and area redevelopment projects with Treasury loans 
rather than with direct appropriations. But the Republicans were able 
to defeat long-term loans in the foreign aid program. This week, Adminis- 
tration supporters defeated an attempt to repeal the Treasury borrowing 
feature from all government programs; opponents had attached a repeal 
rider on a catchall appropriations bill. 

But the issue will be a live one next session and in the campaign. Sup- 
porters of the Rural Electrification Administration, and on the depressed 
areas and housing programs, see a renewed attack on Treasury borrowing 
coming, and with increased vigor. 


Taxes and tariffs are the top legislative programs that are carried over 
to the second session of the 87th Congress. They lead a list of business 
and economic measures, and they will dominate all but military-foreign 
policy. 

The Treasury Dept. may delay its recommendations for depreciation 
reform expected early in 1962. The Treasury wants first to win approval 
of the controversial tax credit for stimulating new capital outlays—that 
is, the 8% across-the-board proposal. 

There will be another major battle over business aids and over revenue 
raising features such as tightening of expense accounts, limiting exemp- 
tions on overseas earnings, and so on. It is too early to say whether a 
major tax bill will be voted finally, but it is fairly certain there will be no 
general tax reduction. 

Within the next week or so, businessmen can obtain from Congress an 
analysis in plain English of the draft now before the Ways & Means Com- 
mittee. Write to the Joint Committee on Internal Revenue Taxation, New 
House Office Building, Washington 25, D.C. 


Bills to strengthen the antitrust laws will come up early in the new session. 
Sen. Estes Kefauver (D-Tenn.), chairman of the anti-monopoly subcom- 
mittee, will hold hearings after adjournment on five measures designed to 
give the government increased regulatory authority, to stiffen penalties, 
and to extend liabilities for violations of the laws to corporation officers. 

The legislation sponsored by Sen. Paul Douglas (D-Ill.) to require 
sellers to specify credit charges on installment purchases will be con- 
sidered. There is lessening interest in bills to require companies to notify 


the government before a merger, and on fair trade and labor legislation. 
Contents copyrighted under the general copyright on the Sept. 23, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Election opens 


new issues 


for Germany 


Adenauer is out, at least in the long 
run, and Erhard is in line to form 
a new Coalition government in Bonn 


Chancellor Konrad Adenauet’s iron- 
fisted dominance of West German 
politics has ended. Some 33-million 
West German voters pretty well de- 
cided that in last Sunday’s elections 
when they broke the absolute parlia- 
mentary majority of Adenauer’s 
Christian Democratic Union and its 
Bavarian affiliate, the Christian So- 
cialist Union. 

Adenauer’s successor is almost 
sure to be Ludwig Erhard (picture), 
his Economics Minister for 12 years. 
Erhard is favored by most politicians 
in the CDU and in the Free Demo- 
cratic Party, with which the CDU 
must now form a coalition. 

The only question seems to be 
whether Erhard will get the top job 
next month, when the Bundestag 
meets to confirm a new government, 
or toward the end of the year, after 
Adenauer has saved face by heading 
a new coalition government for a 
while. If he isn’t prepared to give 
up, Adenauer has only one other 
choice: to attempt to head a minority 
government whose days would be 
numbered. 

Election effects. Regardless of 
when the changeover comes, West 
Germany clearly is entering a new 
era of political instability. A more 


‘independent, even a_ nationalistic, 


foreign policy seems almost certain, 
no matter who the new Foreign Min- 
ister is. 

Chief contenders for this post, 
now held by Heinrich von Brentano, 
are Defense Minister Franz-Josef 
Strauss and Kurt Georg Kiesinger, 
Minister President of Baden Wuert- 
temberg (pictures, right). 

CDU losses in the election were 
about as predicted [Bi Sep.9’61, 
p52]. The party’s share of the total 
vote dropped from 50% to 45%, its 
seats in the Bundestag (509 mem- 
bers) from 277 to 250. The opposi- 
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tion Social Democratic Party (SPD 
in its German initials) boosted its 
vote from 32% to 36%, its seats 
from 181 to 203. Thus, SPD leader 
Willy Brandt, mayor of West Berlin, 
built up his prestige and gained a 
more attentive ear for his party’s 
ideas. 

The Free Democrats—third larg- 
est party and CDU’s coalition part- 
ner prior to 1957—made the largest 
percentage gain, expanding its 44 
seats to 66. So it can be expected to 
demand major Cabinet portfolios 
and to exert real influence on policy 
if coalition with CDU is restored. 
Its domestic policies parallel those 
of CDU, but it has pronounced na- 
tionalistic leanings in foreign policy. 

A more independent foreign policy 
isn't likely to mean a sharp break 
with the Atlantic Alliance, and it 
could permit a more flexible ap- 
proach to some thorny problems. 
However, it might mean a less auto- 
matic “yes” from Bonn to U.S. 
proposals. 

Cabinet may be key. Bonn poli- 
ticians are reading the election re- 
sults as a public call for something 
new in West German foreign af- 
fairs. How the new government will 
respond will depend much on the 
nature of the coalition cabinet that’s 
being cooked up in back rooms of 
all major party headquarters. 

The SPD will doubtless make a 
bid to get into the new government, 
but its chances are considered virtu- 
ally nil. An FDP tie-up with SPD 
looks equally remote. The party’s 
resurgence has obviously convinced 
its leader, Erich Mende, that he has 
CDU-CSU where he can get just 
about everything he wants from 
coalition with it. 

What Mende wants is (1) to dump 
Adenauer, (2) to get one or two 
major Cabinet posts, and (3) to get 


Ludwig Erhard, now Vice-Chancellor and Economics Min- 
ister, is almost sure to succeed Adenauer as chancellor. 





Franz-Josef Strauss will probably stay 
as Defense Minister but may have his 
eye on foreign ministry as next step. 








Kurt Georg Kiesinger, who had “too 
many ideas of his own” for Adenauer, 
is in line to become Foreign Minister. 


BUSINESS ABROAD 47 



























CUT 
- ATING 
COosTS 1/3 


on new masonry 
buildings 





t 


for as little as 10¢ per 
square foot with the 
insulation that pours... 


ZONOLITE 


MASONRY FILL INSULATION 


Cuts heat transfer through con- 
crete block and brick cavity walls 
up to 50% or more... cuts fuel 
bills up to 44... often pays for 
itself in two.to three years! 

Comfort increases considera- 
bly, too, because inside wall sur- 
faces stay dry (Zonolite Masonry 
Fill Insulation is water-repellent) 
and warm. 

All this from an insulation that 
costs as little as 10¢ a square 
foot, installed! 

For a cost and savings esti- 
mate on Zonolite Masonry Fill 
Insulation on the new building 
you are planning or for more in- 
formation, mail the coupon 
below. 


ZONOLITE 
COMPANY 


135 SOUTH LA SALLE STREET 
CHICAGO 3, ILLINOIS 


ZONOLITE COMPANY, Dept. BW-91 
135 S. LaSalle Street, Chicago 3, Ill. 

Please have a Zonolite representative contact 
me regarding the insulation of our planned build- 
ing 

Please send me booklet MF-45, ‘‘The Insulated 
Masonry Wall’’, which tells me what | can expect 
from insulating with Zonolite Masonry Fill. 


NAME 





aa... 





FIRM 





ROD RE SG es. 





CITY.___. ZONE __. STATE 


48 BUSINESS ABROAD 





two or three secondary posts for 
FDP. His chances through CDU- 
CSU are good on all counts. 

Erhard team ready. The election, 
along with age, has taken care of 
Adenauer. Erhard, who has made 
no secret of his ambition to succeed 
to the top job, is said to have had a 
team in mind to fill key posts when- 
ever Adenauer should fall. 

One of these posts is the foreign 
ministry, held by Brentano as faith- 
ful executor of Adenauer’s foreign 
policy. Erhard, often accused of 
having no head for foreign affairs, 
is said to want Kiesinger for the job. 
Kiesinger, then high in the Bunde- 
stag, was a hot contender for the 
ministry in 1957 but was reportedly 
vetoed by Adenauer because, as one 
official puts it, “he had too many 
ideas of his own.” 

To keep close watch on the eco- 
nomics ministry and assure continu- 
ance of his own policies, Erhard 
may seek to promote his present 
deputy, Ludger Westrick. But the 
finance ministry is open—Franz 
Etzel, in poor health, has retired to 
banking—and it could be offered to 
the FDP. If so, Oswald Kohut, a 
Bundestag vice-president, might be 
one possibility. In addition, FDP 
could pick up the justice ministry, 
which it held in its 1949-56 coali- 
tion with CDU-CSU, as well as 
lesser Cabinet portfolios. 

Mende’s future. FDP boss Mende 
himself might be tempted with the 
job of Vice-Chancellor, now held by 
Erhard. But it’s largely window- 
dressing, and observers feel Mende 
would turn it down to wait a more 
opportune time to join the govern- 
ment. In this event, Brentano might 
get the title. 

Strauss, who is chief of CSU, is 
expected to remain as Defense Min- 
ister, at least temporarily. But, with 
Adenauer out, he can be counted 
upon to make a bid for greater 
power. If his eye is on the chancel- 
lorship, as many people think, his 
first step would be to the foreign 
ministry. Either as rival to Kiesinger 
or as a successor a short time from 
now, he might try for this post with 
Mende’s aid, in return for opening 
the defense post for Mende. 

Then Strauss would be ready to 
bid for the chancellorship in 1965. 

Berlin crisis first. Whatever the 
makeup of the new government, its 
most urgent problem will be the Ber- 
lin crisis and the Allies’ efforts to 
find a basis of negotiation with the 
Russians over it. 

Most observers feel Bonn officials 
are preparing to take a “realistic” 
attitude, to face up to the inescap- 
able fact of life that the Allies may 
accept the de facto existence of two 


German states, that they may trade 
recognition of the Oder-Neisse line 
for new Soviet guarantees on rights 
in and access to West Berlin, that 
West Berlin itself is at best headed 
for a sort of internationalized limbo, 
that many neutral nations will for- 
mally recognize East Germany. 

Bonn realizes, too, that it may 
have to abandon its revered Hall- 
stein doctrine of breaking off diplo- 
matic relations with countries that 
recognize East Germany, else it 
would find itself isolated from a large 
part of the world. 

Reunification. The new govern- 
ment will also recognize, as_ its 
predecessor never could, that Ger- 
man reunification is completely out 
of the question on terms the West 
has set forth as essential. The only 
way might be a major change in the 
alliance of West Germany with the 
West and a turn down the road to 
neutralism and inclusion in an atom- 
demilitarized belt of central Euro- 
pean nations. 

SPD and, to a lesser degree, FDP 
toyed with this prospect during the 
campaign, and there are officials in 
CDU-CSU who have spoken of it 
as “not unthinkable.” But few ob- 
servers expect Bonn to countenance 
the idea. They think the new gov- 
ernment will accept the division of 
Germany as permanent for the fore- 
seeable future and will build its for- 
eign policy on this basis. 

Voice in NATO. According to this 
theory, Bonn will seek to convert 
West Germany from its “interim” 
status into a full-fledged member of 
the Atlantic Alliance, with no further 
illusions about reunification. It 
would demand greater political in- 
fluence commensurate with its eco- 
nomic and military strength, on a 
par with Britain and France. 

This would logically include a de- 
mand for nuclear weapons and for a 
seat in the U.N. To many foreign- 
ers, Bonn’s demands will have the 
overtones of a nationalism seeking 
to redress the loss of eastern prov- 
inces, and Washington in particular 
will find Bonn a less complacent 
follower of its policy line. 

However, on other counts, Wash- 
ington will find much to be thankful 
for. Erhard has been a major force in 
trying to bring the European Free 
Trade Assn. and the Common Mar- 
ket together; he could prove to be a 
powerful ally in overcoming French 
reluctance to admit Britain to the 
Common Market. Bonn’s willingness 
to play the part of a good creditor 
nation should also be enhanced un- 
der Erhard, who as Economics Min- 
ister has been a liberal and effective 
exponent of industrial development 
and sound fiscal policies. End 
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Barber-Colman gas chromatographs can de- 
tect an impurity as minute as one in ten mil- 
lion molecules. Such extreme sensitivities iso- 
late impurities in food products, flavorings, 
solvents, process atmospheres, and a broad 
variety of chemicals. 

In 1958, Barber-Colman introduced the first 
American-made commercial gas chromato- 
graph utilizing an ionization detector. The ten- 
thousand-fold sensitivity increase provided by 
this detector, combined with advanced temper- 
ature control and efficient columns, furnished 
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science with a new, versatile, fast-acting, and 
powerful probe for medical, chemical, and 
petroleum research. In addition, the instru- 
ment makes it possible for the chemist to 
achieve superior quality control. 


Other Barber-Colman refinements of the gas 
chromatograph have added to the convenience, 
range, and repeatability of this important tool 
for science in business. Pioneering in gas : 
chromatography emphasizes how originality 
at Barber-Colman serves the business com- 
munity. 
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How manufacturing costs compare around the world 





Total ini- 
In percent; U.S.=100 shit Plant costs Sales proserand 
cost Material Labor Overhead costs costs 
Cenate 106 118 94 102 95 106 
SWRI Sp ee 82 110 64 70 65 61 
Common Market ....... 85 124 54 79 71 77 
Pante.., .¢ so: be 109 144 61 74 83 79 
Geeany >... ists 82 115 55 61 70 81 
DANN. ....s oe bewes 104 109 42 101 69 97 
Latin America ......... 120 142 53 113 75 176 | 
Grae 5. oe 110 143 45 109 64 198 pe 
WiC’ 6 os or 98 124 50 93 75 92 
Argentitia. 3206 v2.3 c. 136 169 72 120 67 209 | 
Australia. 65 i seo. peda 130 106 86 83 139 


Data: The Conference Board 
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Western Europe has the edge 


NICB survey finds that U.S. branch plants in highly industrialized 


countries show lower costs than 


their home parents. Wages, materials are the big factors 


The overseas branch of a U.S. com- 
pany has lower manufacturing costs 
than its parent in the highly indus- 
trialized nations of Western Europe. 
In Canada and the less industrialized 
areas of the world, the parent has the 
edge on its offspring. 

That’s the conclusion of the latest 
report of the National Industrial 
Conference Board, which analyzed 
228 sets of comparative cost figures 
for U.S. manufacturing companies 
that maintain plants abroad. The 
survey covered 21 countries and 10 
major industries. 

This is NICB’s second attempt to 
test the often cited view that manu- 
facturing costs are lower abroad 
than in the U.S. Its first study was 
made in 1956. The present one, re- 
leased last week, differs from the 
previous examination in that it 
reaches beyond plant costs to in- 
clude selling and administrative ex- 
penses. 

NICB’s latest study (table) came 
up with few real surprises, but its 
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conclusions are none the less impor- 
tant for any businessman thinking of 
investing Overseas. 

Medians. For greater accuracy, 
NICB uses weighted medians of 
ratios of foreign to domestic costs 
for each product, rather than aver- 
ages. The median allows for single, 
highly untypical answers that could 
distort the validity of an average. 

The difference can be sizable. The 
average of manufacturing costs in 
the European Economic Community 
(EEC) is only 4% below U.S. costs; 
the much more meaningful median 
figure is 15% below. 

The breakdown. Taking the me- 
dian, it costs 18% less in a British 
plant to produce a given item than 
it does in the U.S. Inside the EEC, 
the 15% figure shows sharp indi- 
vidual variations. West Germany, 
like Britain, is 18% under the U.S. 
while Italy and Holland—lumped 
together because neither was rep- 
resented in many answers to the sur- 
vey—are 32% under. France actually 


had higher costs than the U.S. by 
9%, Belgium by 4%. Apart from 
Britain and EEC taken as a whole, 
Mexico is the only country in the 
world where manufacturing costs 
are lower than in the U.S., though 
here the difference is minute. 


NICB found that wages and ma- | 


terials were the biggest factors, 
taking up directly about half of the 
manufacturing dollar and coloring 
the picture for the other major com- 
ponents—plant and overhead, sales, 
and administration. In every case 
where it cost more to make an item 
abroad than in the U.S., the cost of 
materials was the cause. Where the 
overseas costs are lower, wages are 
invariably the cause. 


NICB found various reasons for * 


the higher costs of materials abroad. 
For one thing, a plant abroad relies 
more heavily on imported or pur- 
chased components, while a com- 
pany in the U.S. is likely to produce 
its own components. Then there is 
the vast U.S. network of specialty 
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HOW TO TAKE THE 
FUTURE INTO YOUR 
OWN TWO HANDS 


WITH A PERSONAL PENSION PLAN 


Whether you’re self-employed or not, 

you can now have an individual pen- 
sion plan of your own. Jt can give you, 
on a personal basis, many of the 
attractive benefits found in the 
pension plans of business or industry. 
One version of the Personal Pension 
Plan enables you to convert invest- 
ments at retirement into annuity 
income, to benefit from favorable 
yield and guaranteed income. It al- 
lows you to establish a rate of income 
now — a rate that may go up but can- 
not go down, whatever the future 
economic conditions. The Plan is ex- 
tremely flexible: you can set it up 
either through life insurance alone or 
through insurance combined with an 
investment program of your own 
choosing... A New England Life 
agent is the man to help you tailor 
the Personal Pension Plan to fit your 
specific needs. He’s the man of oppor- 
tunity for businessmen and he repre- 
sents the company that writes the 
most individual policy pension plans. 
Call him soon. 


NEW ENGLAND LIFE 


New England Mutual Life Insurance Company: All 
forms of individual and group life insurance, an- 
nuities and pensions, group health coverages. 





NEW ENGLAND LIFE, Dept. B-5 
501 Boylston Street, Boston 17, Mass. 


Mail me more information on the subject. 
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producers; a manufacturer can usu- 
ally find anything he needs being 
made somewhere not too far off. 
Overseas, the same item might have 
to be imported or tailor-made for 
the occasion. 

Low volume. Low production vol- 
ume is a frequently cited reason for 
the higher cost of materials over- 
seas. Not much buying is done in 
bulk, and volume doesn’t justify in- 
stalling more machinery. So the U. S. 
branch abroad frequently buys 
semi-finished products, while _ its 
U.S. parent can save money by buy- 
ing and processing raw materials. 

Everywhere in the world, ma- 
terials cost more than in the U.S. 
The margin ranges from 9% more 
in Belgium to a high of 69% in 
Argentina. Even Britain and West 
Germany, which enjoy a_ healthy 
over-all competitive edge over the 
U.S., have to pay 10% and 15% 
more, respectively, for their raw 
materials. 

Productivity. Labor costs tilt the 
balance most heavily against the 
plant in the U.S.—yet NICB found 
that the margin was rather less than 
had been presumed. That’s because 
the higher productivity of labor in 
U.S. manufacturing plants compen- 
sates to some extent for the much 
lower wages paid abroad. 

Here’s an example: The average 
worker in the U.S. makes $2.76 an 
hour, including fringes, about triple 
the 84¢ an hour of the British worker 
and the 91¢ of the West German. 
But when you take the median fig- 
ure for wages per unit produced, 
the cost in Britain is only 36% lower 
than in the U.S., and 45% lower in 
West Germany. 

One reason given for this higher 
productivity in the U.S. is the 
greater capital investment in ma- 
chinery. Another is that skilled 
workers are less plentiful abroad 
than in the U.S. 

Incidentally, of plants where capi- 
tal investment topped $20,000 per 
worker, the U.S. operation enjoyed 
a cost-per-unit advantage over the 
foreign plant in about 60% of the 
cases. The percentage shrank as the 
investment per worker went down. 

In the cost factors other than 
materials and wages, the overseas 
plant generally had the advantage. 
Lower wages overseas for mainte- 
nance workers tend to keep down 
overhead; so does the relative scar- 
city of specialized machinery that 
needs servicing. Sales abroad are 
usually left to independent distrib- 
utors. And administrative and office 
costs run lower—partly because the 
home plant usually does much of 
this work for its overseas offspring, 
which distorts the comparison. End 
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1e When you plan your trips in faster Bell time, you can leave later 
7 .. yet arrive sooner. With Bell’s vertical takeoffs and landings, the 
d pilot can make pick-ups on your plant’s lawn or roof and fly direct 
to any 100’ x 75’ flat area . . often in less time than it takes to drive 
i- to and from the airports. 
1 Inspection or survey trips can be made from Bell’s hovering 
e position . . eliminating time-consuming ground travel. Cargo haul- 
e ing, inboard or slung below the ’copter, can be flown in at the work 
3 Write today for a free Bell site .. not at an airstrip miles away. 
n page ape ad Planning in Bell time will show increased profits for your organ- 
‘ Sera ization. It’s easy to find out at no cost to you. Write Commercial 
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In business abroad 


Export credit insurance program 
is authorized by Congress 


Export credit insurance against commercial and politi- 
cal risks soon may be available to exporters of goods 
sold on terms of up to six months. 

Congress last week passed a bill authorizing the 
Export-Import Bank to join a group of private insur- 
ance companies to set up an export insurance pool. 
This plan has been under consideration since early 
last spring [BI Mar.25’61,p32]. 

Now the bill is on Pres. Kennedy’s desk, and it’s 
fairly sure that he will sign it. Under the plan, each 
participating insurance company would underwrite part 
of the insurance pool] with Ex-Im backing. The private 
syndicate would insure against commercial risks, Ex- 
Im would cover political risks, such as inconvertibility 
of proceeds from exports. The legislation puts a ceiling 
of $1-billion on the program; private companies would 
underwrite a maximum of $1-million on any single 
transaction. 

How much the new credit program will spur exports 
remains to be seen, U.S. exports have been lagging 
in recent months, while imports have been rising. The 
Administration hopes that this plan will help to offset 
this imbalance. 

Ex-Im hopes that the new guarantee system will be 
in oneration by the end of the year. However, some 
exporters, used to Ex-Im’s rather slow pace, frankly 
doubt it. 


India to open New York office 
to promote U. S. private investment 


India will open an investment information center in 
New York Oct. 4 to promote the flow of private U.S. 
capital into direct investments in India. 

The center, financed by the Indian government and 
the U.S. International Cooperation Administration, will 
attempt to bring together Indian and U.S. businessmen 
fo form joint ventures in India. Generally, the foreign 
partner in such ventures will be asked to take a minority 
position, although the Indian government is not rigid 
about this rule. 

India is eager to increase the flow of private foreign 
capital into the country to assist in industrial develop- 
ment under the five-year plans. The third plan started 
last April [Bi Jan.28’61,p117]. 

In the Five-Year Plans, certain industries are reserved 
to public ownership, others will include both public 
and private ventures, while still others are placed in 
the private sector of the economy. India is particularly 
interested in attracting investments in fertilizer, chem- 
icals, machine tools, and aluminum. 

India has a mixed socialist-private enterprise econ- 
omy, and this way inhibit private investment from 
abroad. But Indian spokesmen say the private sector 
has grown faster than the public sector in recent years. 

"ah 
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As incentives to foreign investors, they also cite tax 
provisions, a sheltered market, and free remittance of 
earnings and capital. 
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Morocco restricts imports, seeks 


foreign capital to bolster its economy | 


Morocco’s Minister of Finance Mohammed Douiri 
moved this week to shore up that country’s faltering | 
economy. He restricted imports and plans actively to 
seek foreign investment capital. 

Morocco’s economic troubles have been building up | 
over the last two years. For one thing, Morocco has 
been running a large deficit in its balance of payments. 
For another, France, traditionally Morocco’s prime 
source of investment capital, is no longer investing 
heavily in that country. 

The result is that Morocco’s reserve of francs has 
dwindled to the danger point. On top of this, the 
government had to pick up the tab for maintaining 
Moroccan troops in the Congo. | 

The first thing the economic program will hit is 
imports of crude and refined oil from the franc area. 
In the future, says Douiri, Morocco will buy all petro- 
leum products from Spain, the United Arab Republic, 
or Russia, all non-franc areas. But even this will dry 
up once Morocco’s own oil refinery in Mohammedia 
goes on stream late this year. 

The outlook for people looking to sell anything in 
Morocco, says Douiri, is very dismal. 
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U.K. manufacturers cut 1961 capital spending | 
as result of auto industry troubles | 


Britain’s manufacturing industry has cut back its in- 
vestment plans for 1961. While the investment total will 
still be considerable—some $3.5-billion, a 21% increase 
over last year—it will be well below the initial esti- 
mates made early this year. 

That’s what Britain’s Board of Trade said this week 
in its second semi-annual estimate of British capital 
spending plans for 1961. 

British manufacturers originally planned to spend 
30% more than last year’s $2.9-billion, but their plans 
have been revised downward, mainly because Britain’s 
hard-pressed auto industry has had to cut back its 
spending program. 

The Board of Trade warned that capital snending 
may drop even further below present estimates, which 
are based on company plans made before Whitchall’s 





economic austerity program was announced last July 7 


[BIN Jul.29°61,p23]. | 

Already, preliminary estimates show that next year 
capital spending will fall 2% below this year’s total. 
The reason is that Britain’s iron and steel industrv will 
invest much less in new plant and equipment than 7 
did this year. 





BUSINESS WEEK September 23, 1961 











| 





N | SILICONE NEWS from Dow Corning 


l 


«| Stop sticking; start saving 


of { 


. 
= 

S 

— 


-_ 
- 
Ma 


Processing 
dia 4 polyurethane foams 


| Syl-off coated papers speed 
handling of sticky products 








g | 














Recognize this problem? The product sticks. So does production. 
Handling costs go up. So do lost time and product waste. Your problem? 
‘ll Here’s a solution. Specify packaging and processing papers coated 
”" with a Syl-off® silicone release coating. Even the toughest stickers—asphallt, 
ae adhesives, dried fruit, plastic bases, polyurethane, raw rubber—come away 
sti- cleanly and quickly from all types of containers and process papers coated 
with Syl-off. Nonmigrating and noncontaminating, these Dow Corning 
ek silicone coatings aid processors in removing all the product, keep produc- 
tal tion moving smoothly, and hold product waste to a minimum. 
c fo) y p 
a More uses. Pressure-sensitive decals, labels, decorative trims and wall- 
“5 papers peel free in a flash from Syl-off coated separators — no tearing or 
-_ shredding. Pan liners and wrappers coated with food grade Syl-off coat- 
ns ings are used in contact with sticky baked goods and other foods in com- 
its pliance with provisions of the Food Additives Amendment of 1958. 
ng You benefit. Whether you buy, ship, or handle sticky products during 
ch your process operations, there’s a Syl-off coated paper to solve your stick- 
iI’s ing problems . . . produce extra profits. Start saving . . . investigate now. 
aly 7 s Gees Mes rae cone ee aiee 
< 
‘al. For information and list of sources of 
Hl] +e coated papers, write Dow Corning 
orporation, Dept. 2021, Midland, Mich. 
i Dow Corning 
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BODINE 
MOTORS 


give Cutler-Hammer 
30 years of 


ADE ( rxicomies ”) 





A continuous, accurate record of i 
gas heating value is vital in the 
production of gases. The Cutler- 
Hammer Thermeter provides such 
measurement in BTU's. Bodine 
gearhead motors are used to 
drive various measuring devices 
that indicate and record heating 
value on a continuous graphic 
chart. 


Cutler-Hammer’s 
component speci- 
fications are ex- 
acting and reflect 
an insistence on 
trouble-free oper- 
ation. Bodine 
gearhead motors 
have provided efficient, de- 
pendable performance in the 
Cutler-Hammer Thermeter for ap- 
proximately 30 years. 








The ADE (After Delivery Econo- 
mies) of Bodine Motors mean 
years of trouble-free operation 
where it counts most...in the 
hands of your customers. Bodine 
Motors deliver the performance 
a quality product demands. Ask 
for Bulletin S-2. 


300 different STOCK types 
and sizes. See your Bodine 
Distributor. 
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. the power behind the leading products 


Bodine Electric Co., 2520 W. Bradley Pl., Chicago 18 
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Consumers play it thrifty 


One of the more puzzling trends 
in the economy this year has been 
the apparent reluctance of the con- 
sumer to go any further into debt. 

This hesitancy to mortgage future 
earnings was easier to explain 
earlier this year when the recession 
threatened job security. But re- 
covery began in March, and had 
spread wide and deep by midsum- 
mer when personal income set a 
new record. 

Still, as recently as July, despite 
these assurances that a vigorous 
comeback was under way, consum- 
ers continued to pay off more credit 
obligations than they incurred. 

The poor showing in passenger 
cars sales is largely to blame. Auto 
credit usually accounts for about 


40% of total installment debt, with 
anywhere from 55% to 85% of cars 
sold on the cuff. So when consum- 
ers pay down auto accounts for 
eight months in a row, the automo- 
bile industry is understandably con- 
cerned. 

Right now, auto makers are hop- 
ing the 1962 models will whet the 
public appetite enough this fall to 
reverse the trend to thrift. 

Other cash demands on personal 
income are doubtless playing a part 
in the consumer’s reluctance to take 
on higher monthly payments. Tu- 
ition costs, for example, are an im- 
portant consideration right now. 
And travel and recreation attractions 
have been luring an increasing share 
of the consumer dollar. 
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Turning 
salt water 
into pure 


Despite Hurricane Carla’s 
blow at Freeport plant, 
search for methods goes on 


When Hurricane Carla’s flood re- 
ceded, Interior Dept. engineers hur- 
ried to the government’s first experi- 
mental seawater conversion plant 
(picture) in coastal Freeport, Tex., 
and they learned something that 
may alter ideas about various ways 
of purifying salt or brackish water. 

Distillation plants, such as the one 
at Freeport, had been considered 
relatively vulnerable to storm dam- 
age. They depend on electric power, 
have a lot of electrical equipment. 
Yet men from the Interior Dept.’s 
Office of Saline Water found the 
Freeport plant stood up remarkably 
well to the wall of water, driven by 
Carla’s 130-mph. winds, that flooded 
the plant. 

In the control building, walls had 
been knocked out, and $50,000 to 
$100,000 worth of damage done to 
the panel board and other instru- 
ments. But the plant itself was 
cleaned up quickly, motors and 
pumps dried out and lines and dis- 
tillation towers freed from silt. With 
emergency generators and steam- 
boilers, the plant was able to be put 
back in operation in slightly more 
than a week’s time. Meanwhile, the 
fresh water in the storage tanks, 
which were half full when Carla hit, 
was made available to the stricken 
residents of Freeport. 

Comparing five ways. By 1965, 
the Office of Saline Water expects to 
have cost analyses and operating 
data on at least five methods of puri- 
fying water. Its experimental units 
include Freeport, based on a distil- 
lation process; Webster, S. D. [BWM 
Sep.16°61,p134], electrodialysis, an 
osmosis technique; Roswell, N. M., 
vapor compression; Wrightsville 
Beach, N. C., freezing-desalting, and 
San Diego, flash evaporation. 

Vulnerability to storm damage 
may prove in the end to be not a 


BUSINESS WEEK September 23, 1961 


DRY A da 


é 


ile RSs SoBe. 


Too much water swept into the government’s experimental distillation plant at 


Freeport, Tex., during Carla. But the plant limped back into action in five days. 


critical consideration in the compari- 
son of the various methods of water 
purification, however. Electrodial- 
ysis, for example, is also considered 
highly vulnerable, but it is regarded 
as the most economically practical 
method of purifying brackish waters 
inland. 

However, the discovery that a 
distillation plant such as Freeport’s is 
not so fragile as engineers had be- 
lieved may aid this method in com- 
petition with, say, flash evaporation. 
One of that method’s virtues was 
considered to be its minimum of 
electrical equipment that could be 
put out of action by a storm. 

Race against time. The Interior 
Dept.’s study of five methods by 
1965 will be none too soon. The 
search for a reliable and reasonably 
cheap way to turn salt water into 
fresh is one of the basic and most 
demanding problems that faces 
scientists and engineers today. 

In the continental U.S., the av- 
erage stream flow of fresh water is 
estimated at 1,100-billion gal. a day. 
But only 515-billion gal. of this is 
both usable and dependable. The 
U.S. is using 323-billion gal. of 
water a day right now; by 1975, 
consumption is expected to creep 
past 450-billion gal., and half a dozen 
years after that, it could pass to- 
day’s 515-billion gal. of available 
fresh water. ; 


About half the current 323-billion 
gal. a day goes for irrigation, but 
industry, too, is a prodigious con- 
sumer. Manufacturing plants use 
130-billion gal. of water per day, 
about 40% of the total. It takes 60,- 
000 to 70,000 gal. of fresh water to 
make a ton of steel, 200,000 gal. to 
make a ton of rayon, 600,000 gal. to 
make a ton of synthetic rubber. 

Getting costs down. Processes 
have long been known for obtain- 
ing fresh water from either seawater 
or its less salty cousin, brackish 
water. During World War II, several 
methods were used to distill fresh 
water from seawater in small quanti- 
ties. But costs were too high for 
general use—$4 to $5 per 1,000 gal., 
compared with about 30¢ for city 
water in the U.S. 

Large distillation plants have 
brought the cost of fresh water from 
seawater down to $2 per 1,000 gal. 
The Freeport plant had cut the cost 
to $1.22 (including 25¢ for engineer- 
ing overhead) when Carla hit. 

Seawater offers a maximum chal- 
lenge, since it is made up of about 
3.5% by volume, of dissolved salts. 
Nearly four-fifths of the salt con- 
tent is sodium chloride, ordinary 
table salt in a crude state. Its 35,000 
parts per million must be reduced 
to less than 500 ppm. to be accept- 
able as drinking water. 

Most industry and government 
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ONE-STOP 
FREE 
“SHOPPING 
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in 2350 communities 
within the heart of 
industrial America: 


INDIANA + MICHIGAN - OHIO 
KENTUCKY WEST VIRGINIA 
VIRGINIA - TENNESSEE 


American Electric’s “shopping 
center’’ furnishes up-to-the- 
minute information on labor, 
raw materials, neighboring in- 
dustries, taxes, water, trans- 
portation, recreation, living 
conditions and all other im- 
portant factors. 


This free service locates the 
prepared site or available 
building with the right com- 
bination of plant-site factors. 


For more information or free 
brochures, ‘‘Power and Natu- 
ral Resources”’ and “Plant Lo- 
cation,”’ write or phone, in full 
confidence, to Mr. Lee L. Davis, 
Vice President, Area Develop- 
ment, Dept: E-923, American 
Electric Power Service Corp., 
2 Broadway, N.Y. 8, N.Y. 


AMERICAN ELECTRIC 
POWER SYSTEM 


An Investor-Owned Public Utility 


2 Broadway, New York 8, N.Y.—HA 2-4800 
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Congress has allocated $75-million for water 
conversion research and development .. . 


Story on page 61 


experts agree that the cost of con- 
verted water, even seawater, can be 
brought down eventually to the level 
of today’s municipal water. But they 
won't guess how soon. “Cutting a 
nickel off is getting to be as hard 
as cutting a dollar used to be,” says 
an OSW official. 

No one ‘best’ way. Engineers 
are ready to predict, though, that 
no single system will prove to be 
“best” in all locations. Cost of elec- 
tric power at each location will be a 
factor, for example; so will the 
nature of the local water supply of 
non-potable water. 

Electrodialysis, a process of filter- 
ing out the salts by means of mem- 
branes and an electric current, looks 
good for converting brackish water, 
for example. But it takes too many 
passes through the system to re- 
move the salt content of seawater. 
Cheaper or more efficient electro- 
dialysis methods may be devised, 
but at the moment the process 
doesn’t look competitive with the 
freezing methods [BI Jun.18’60, 
p111] or with distillation and evapo- 
ration for large-scale conversion of 
seawater. 

Congress has allocated $75-mil- 
lion for water conversion research 
and development over the next six 
years, but OSW may ask for a sup- 
plemental grant to try vapor com- 
pression on seawater. This method 
is to be used at Roswell, N.M., on 
brackish water. Combinations of 
methods may also be tried on a 
pilot-plant scale. 

Distillation. In addition to weath- 
ering a hurricane, the Freeport plant 
is reported on the way to solving the 
problem of scale deposits, a particu- 
lar bugaboo of the distillation proc- 
ess. The original slurry method of 
eliminating scale didn’t work well, 
so OSW engineers substituted a pH 
(hydrogen ion concentration) scale 
elimination method, with excellent 
results so far. Reduction of scaling 
and corrosion could materially im- 
prove the economics of distillation 
as a purification process for sea- 
water. 

Electrodialysis. The Webster 
(S.D.) plant will be the govern- 
ment’s second experimental unit 
when it is turned on later this year. 
Many plants throughout the world 
use this method, which has proved 


its superiority at least in demineral- 
izing brackish water. 

One big problem to be solved: 
how to dispose of the concentrated 
brine, a byproduct of the process, 
without excessive cost. At Coalinga, 
in California’s San Joaquin Valley, 
the first town in the U.S. to get its 
drinking water by electrodialysis the 
problem of finding an inexpensive 
method of brine disposal is a real 
drawback to an otherwise fairly eco- 
nomical source of water. Today’s 
cost of $1.45 per 1,000 gal. might be 
cut as much as 25% if this problem 
could be solved, engineers say. 

Freezing method. An OSW report 
recently noted that the freezing- 
desalting method seems to have as 
promising an economic potential as 
any. The ice that forms when sea- 
water is frozen is relatively pure. 
The method’s chief drawback has 
been the high initial cost of plant, 
compared with an evaporation unit 
of equal capacity. 

The government is drawing up 
plans for a freezing-desalting plant 
at Wrightsville Beach, N. C. 

Evaporation. Before yearend, 
OSW’s big evaporator plant, with 
36 stages, will be given its trial runs 
at Point Loma, San Diego. The 
plant is rated at 1-million gal. per 
day. 

The State of California is bullish 
on the prospects for flash evapora- 
tion and has contributed 5% of the 
construction cost. San Diego, which 
will buy the fresh water at 20¢ per 
1,000 gal., will grade the site and 
provide a road and pipelines. 

Vapor compression. The experi- 
mental 1-million-gal. per day forced- 
circulation vapor compression dis- 
tillation unit at Roswell, N. M., is 
still far from being built. But it, too, 
has strong local backing. The State 
of New Mexico has agreed to con- 
tribute $100,000; Roswell will pro- 
vide the plant site and will dispose 
of the brine byproduct. 

Roswell’s problem in converting 
brackish water is more difficult than 
that of Webster, S. D. Instead of a 
mere 1,800 ppm., its brackish water 
contains 24,000 parts per million of 
dissolved salts. This means not only 
higher estimates of conversion costs 
(60¢ a gallon, compared with 30¢) 
but also higher costs of disposing 
of the brine. End 
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Space medicine gap? 


Soviet account of Titov’s physical experiences during 24-hr. 
orbital flight indicates the Russians may 
be leading the U. S. in medical phase of space technology 


Although many questions still re- 
main unanswered about Maj. Gher- 
man Titov’s historical orbital flight 
around the earth last month [BIN 
Aug.12’61,p25], the latest dribble of 
information proves that the Russians 
are making tremendous progress in 
the field of space medicine and are 
committed to large-scale R&D pro- 
grams in this area. This is clear from 
material that the Soviet Academy 
of Sciences is gradually releasing on 
his space flight. 

Weightlessness. Apparently, the 
Russians themselves are most im- 
pressed with their increased knowl- 
edge of the effects of gravity on man 
in space. They claim that although 
weightlessness (the condition in 
which a body is subjected to zero 
gravity) does cause unpleasant sen- 
sations, such as nausea, dizziness, 
loss of balance, it is an individual 
reaction and one that can be over- 
come with training. “This important 
discovery,” reports Pravda, “indi- 
cates man could endure zero gravity 
up to 24 hours without danger to life 
or health.” 

During Titov’s sustained flight in 
zero. gravity, Russian scientists 
found that he suffered no patho- 
logical disturbances, but that there 
were some pronounced changes in 
the function of his “vestibular ap- 
paratus” (inner ear). Although the 
loss of balance caused by this 
change apparently had no effect on 
Titov’s ability to carry out his work 
aboard Vostok II, Soviet scientists 
admit that subsequent experiments 
will be necessary to determine 
whether the “vestibular change” is 
peculiar to Titov or if it will be com- 
mon among all! space travelers. 

If the latter is the case, the sci- 
entists feel that it may be necessary 
to build artificial gravity apparatus 
into future space ships. This could 
mean the addition of considerable 
weight to a space capsule—one 
that the Soviets (because of their 
greater big booster rocket capabil- 
ity) could tolerate. But it could cause 
a crimp in U.S. plans to put an 
Apollo (three-man) space capsule on 
the moon by 1967. 

Other than loss of balance, the 


BUSINESS WEEK September 23, 1961 


Russians report that Titov experi- 
enced only minor changes in his 
bodily function. His respiration and 
heart beat quickened during certain 
phases of his flight, but not dras- 
tically; “undoubtedly much of this 
deviation was of an emotional ori- 
gin.” While he was asleep in space, 
Titov’s heartbeat was virtually the 
same as that recorded on earth pre- 
vious to the flight. 

Sophisticated equipment. The 
latest information out of Moscow 
also indicates that the life support 
systems in Vostok II are highly so- 
phisticated and reliable. Tempera- 
ture, humidity, and gas exchange 
were controlled automatically with 
optional manual equipment in case 
of emergency. In addition, Titov 
wore a space suit that could have 
sustained his life if the cabin sys- 
tems failed. 

Prior to Titov’s launching, and 
throughout his flight, Soviet ground 
observatories kept a close watch on 
increases in solar activity and cos- 
mic radiation. Abnormal conditions 
might have exposed him to incalcu- 
lable dangers. 

Challenge. Although it is impossi- 
ble to translate Soviet progress in 
space medicine in terms of our own, 
it is becoming obvious that the 
Russians may again be taking the 
lead in another highly important 
phase of space technology. The fact 
that the Russians can keep a man 
alive in space for up to 24 hours 
undoubtedly will spur our own 
space medicine research. 

U.S. missilemen are confident that 
they now can build equipment to 
get a man into space and return him 
safely, but the construction of life 
support systems and general space 
medicine is predicated largely on 
unproven theory. The Shepard and 
Grissom space capsule shots proved 
out some of that theory, but their 15- 
minute ballistic flights still leave the 
U.S. in the dark when it comes to 
the effects of prolonged orbital flight 
on man. 

U.S. space, medicine is slated for 
only $16-million to $18-million of 
the National Aeronautics & Space 
Administration’s 1963 budget. End 
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Technical service 
irom Enjay means 


0 

big savings for you... 

TEST FACILITIES:A room full of test 
engines in operation at the Enjay 
Labs, for example, furnishes oil 
marketers with a wealth of techni- 
cal data needed to perfect better 
fuels and lubricants. 


PROCESSING PROBLEMS: Using the 
latest commercial equipment, Enjay 
can duplicate actual factory condi- 
tions in most chemical and polymer 
fields. In the new plastics wing at 
Enjay Labs, for example, are injec- 
tion molders, extruders, water bath 
and chill roll machines. 


COST REDUCTION :For one customer, 
Enjay proved that ditridecy]l phthal- 
ate performs efficiently as a plasti- 
cizer of 90°C vinyl wire insulation. 
Result? Important savings for wire 
manufacturers. 


FIELD SERVICE: Enjay sales offices 
across the country are staffed by 
trained and experienced field men, 
highly qualified in both technical 
and marketing matters, 


ELECTRONIC SPEED: By means of 
high-speed electronic data-process- 
ing, Enjay often solves difficult com- 
pounding problems soon after the 
questions are raised. 


LOOK FIRST TO ENJAY: If your com- 
pany uses chemicals, rubber, plastics 
or petroleum additives, Enjay tech- 
nical service can help improve your 
profit picture. Let us prove it. 


ENJAY CHEMICAL COMPANY 


A DIVISION OF HUMBLE OIL & REFINING COMPANY 
TEST GOAL 
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In research 


Cost of R&D goes up twice as fast 
as the number of technicians 


A National Science Foundation report substantiates 
what many observers have long suspected about soar- 
ing research and development expenditures. Whereas 
research spending increased 95% (about $5.2-billion 
to $10.1-billion) between 1954 and 1958, the number 
of professional R&D personnel in the U.S. increased 
only 50% (from 223,000 to 331,000). 

NSF explains the difference between the gain in 
personnel and expenditures this way: 

« The volume of expensive consumable items used 
in R&D has increased. 

* Research equipment has become more costly to 
buy, operate, and maintain. 

* Real wages of R&D scientists and engineers have 
risen. 

On a percentage basis, colleges and universities 
showed the greatest growth of R&D personnel, with 
an 82% increase between 1954 and 1958. Industry 
represented the next largest increase, 46%, followed by 
the federal government and non-profit institutions. 

However, in real numbers industry added the most 
men to R&D ranks: approximately 75,000. 

The survey shows that all the natural sciences bene- 
fited from the personnel increase, but that the life 
sciences led the field with a gain of 72%. Physical 
engineering was next with 52%. 

Despite the many changes in scientific manpower, 
the distribution of R&D personnel was about the same 
in 1958 as it was in 1954: about 70% in industry, 10% 
to 15% in government, colleges, and universities, and 
only about 2% in non-profit research organizations. 

Perhaps the most indicative figure of growth is that 
over-all scientific personnel, administrators, and others, 
showed a 25% gain between 1954 and 1958, but R&D 
personnel—people actually engaged in laboratory work 
—jumped nearly 50% in that time. 





PHS strengthens its network 
for checking on perils of fallout 


The U.S. Public Health Service has been quietly and 
systematically strengthening its network of stations to 
detect radioactive fallout during the past year. More 
than 100 stations are now in operation—constantly 
checking for potential health threats. 

Speaking to the First Symposium on Radioecology, at 
Colorado State University in Fort Collins last week, Dr. 
Francis J. Weber, chief of PHS’ Radiological Health 
Div., said that levels in food, water, and air are cur- 
rently all well within safe limits. But the resumption of 
atmospheric bomb testing by the Soviet Union makes it 
necessary to increase vigilance—especially in testing 
food. Strontium, cesium, and iodine isotopes—all of 
which have a relatively long half-life—will be particu- 
larly checked by PHS. 
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BIN. 


If both land and sea become equally contaminated, 
University of Washington scientists told the sympo- 
sium, it may be necessary for man to get more of his 
sustenance from beneath the ocean. Not only does 
water have a diluting effect on radioactive isotopes of 
strontium 90, but marine life also tends to discriminate 
against the intake of strontium. Tests run shortly after 
the 1958 U.S. bomb tests in the Pacific showed that 
much of the strontium 90, spewed forth in the explo- 
sions, precipitated with the calcium hydroxide in sea- 
water and fell quickly to the bottom of the ocean. No 
genetic abnormalities were discovered in fish that sur- 
vived the blasts. 

All hands at the conference agreed that additional re- 
search is sorely needed into the effect of radioactivity 
on marine life as well as animal life. 


Wide program of neurological research 
reports slow but steady progress 


Slow but steady progress: That’s the latest report on 
the research activities of the National Institute of 
Neurological & Sensory Disorders. A broad program 
of research into the cause, control, and cure of neuro- 
logical disturbances has been laid out in the labs of 
the institute and in universities, medical schools, and 
private research institutions in the U.S. The work has 
produced no startling developments—yet. But scien- 
tists, close to the field of neurology, are sure that 
important advances will be coming soon. For example: 

* Recent pharmacological studies by the NINDB, 
using the bulbs of daffodils and other plants in the 
amaryllis family, have produced two chemicals (galan- 
thamine and lycoramine) that look extremely promising 
for the treatment of myasthenia gravis. 

* The perennial question of a possible virus agent 
as a cause of multiple sclerosis will get a real test soon 
because of the discovery of an infectious disease in 
sheep and goats that closely resembles multiple sclero- 
sis in humans. NINDB researchers have discovered 
that the disease in sheep and goats can be suppressed 
by administering the same chemical compound that 
caused the disease in the first place. If researchers 
can find how this suppression works they may have 
a real test to determine, once and for all, whether 
viruses cause multiple sclerosis in humans. 

« A team, working from the discovery that certain 
tranquilizing drugs can produce transitory Parkinson- 
like symptoms in humans, has brought new insight into 
the chemical basis of some forms of Parkinsonism. 

# Migraine headaches have been shown to be asso- 
ciated with the liberation of vasomotor enzymes into 
the neurological system. A new drug, currently under 
test, promises to prevent this. 

« The chemical basis of one rare but baffling form 
of muscle disease—familial periodic paralysis—has been 
firmly pinned down. The next job of institute scientists 
will be to try to develop a drug to prevent this condi- 
tion. 
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several times each Y ANP”* venison MANUFACTURING COMPANY, Framingham, Mass. 


“Our NCR Paper (No Carbon Required) sales order forms 
cost more than the forms with carbons we used previously. 

“However, the ease of handling and convenience of NCR 
Paper, plus its cleanliness, its time saving, and other ad- 
vantages, make it a worthwhile and profitable investment. 

“Our salesmen are unanimous in their approval of 
NCR Paper. They like it because it takes them less time 
to write and process orders. 

“They no longer have to worry about wrinkled carbons 
between copies, or to dispose of used carbon sheets. With 
NCR Paper, originals and copies are picked up as com- 


ASK YOUR LOCAL PRINTER OR FORMS SUPPLIER ABOUT NCR PAPER 


Another Money-Saving Product of 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


1,039 OFFICES IN 121 COUNTRIES « 77 YEARS OF HELPING BUSINESS SAVE MONEY 


plete units. All this saves valuable time in writing orders 
and enables our salesmen to devote more time to actual 
selling activities. 

‘“‘We estimate the time savings and other advantages of 
NCR Paper have a money value that offsets the extra 
cost, many times over, and thus returns its annual cost 
several times each year.” 


5 f Ym Vice President 
4 Dennison Manufacturing Company 


NCR PAPER 
ELIMINATES 
CARBON PAPER 
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The software that makes computers work is coming now ok 
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in ready-made programs developed by experts, and systems wt 
that enable computers to write their own programs _ 
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The odd-sounding names scattered computer manufacturers have in- turret lathes, transfer machines, or | les 
along the unreeling tape in the draw- vested hundreds of man years of chemical stills are to turning out Cor 
ing on the cover should not ring work and millions of dollars in these the companies’ products. In the jar- lea 
strange to an executive’s ear, though programs and systems with one goal gon of the data processing world, ope 
the hoariest of them is less than in mind: simplifying the task of these programs are called “soft- 
seven years old. ALGOL, COBOL, using electronic computers so they ware” to distinguish them from L$ 
PERT, SURE, and their prolifer- can be put to work on the jobs they “hardware,” the actual physical # 
ating brethren are the nicknames are capable of doing without im- equipment of data processing. | 4 
of computer programs—the com- posing a tedious and costly burden The “hardware” includes the com- - 
plex instructions that direct elec- on the user. puter itself and its expensive tape | 
tronic computers. They are power- ‘Soft’ and ‘hard.’ Some of these transports, printers, card punchers, eae 
ful aids for management, manufac- master computer programs are be- automatic typewr‘ters, and other ac- Sa: 
turing, engineering, and science. coming as important to the task of cessories. In com ‘avison, a com~uter = 
Computer users, consultants, and managing larger corporations as _ program is rclat’vely “soft”—in the tro1 
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sense that it exists on a reel of random stack of electron tubes un- 
magnetic tape or a deck of punched til the experts move in and labori- 
cards and is easily altered. But that ously, bit by binary bit, load the 
doesn’t mean it is any less important. machine’s magnetic memory with a 
A computer won't work without highly systematic code that organ- 
a program, and programing a com- izes its behavior. 
puter costs as much as the computer A program changes the computer 
itself, according to a well-worn rule from a general purpose machine into 
of thumb among data processing spe- a highly specialized, immensely fast 
cialists. Thanks to improved “soft- calculating tool, custom built, so to 
ware” packages—ready-made pro- speak, to do a particular job eco- 
grams that come with almost every nomically. But each job it's to do 
computer now made—this cost rule requires a special program to “rede- 
may no longer be valid. Neverthe- sign” the computer’s logic. Fortu- 
or less, U.S. business and government nately, programs are retained on 
ut computer users have invested at reels of tape or decks of punch 
-- least $2-billion in privately devel- cards and can be used over again. 
d oped programs since 1950. Instant change. Once programs 
rr. are available, the computer can be 
- 1. Softwares key role changed almost instantaneously 
ke from one kind of special purpose 
It isn’t necessary to understand machine into another. That job is 
ie in technical detail how a computer _ relatively simple. It’s akin to chang- 
pe is programed to see why it costs so ing the rolls on a player piano: By 
via much to get computers running. An putting in a roll, you change the in- 
oa unprogramed computer is merely strument from a general purpose 
oe an immensely complicated elec- piano to a special purpose machine 
‘* tronic network. It’s as useless as a capable of rendering Sweet Ade- 
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line. Another change of rolls and it’s 
a special machine for playing Cho- 
pin’s Etudes. 

Likewise, with the proper pro- 
gram, you can change a computer 
from a special purpose payroll ac- 
counting and checkwriting machine 
to a device capable of scheduling 
production in a job shop, or, pos- 
sibly, keeping track of all the trans- 
actions in a whole corporation. 

Cost headache. The curse is that 
rolls of tape or decks of cards for 
programing a ccmputer cost a lot 
more to develop than piano rolls. 
One consultant estimates that it 
costs at least $2 per instruction to 
do it by hand. That would compare 
with $2 per hole on a piano roll— 
and that’s expensive entertainment. 

One insurance company, for ex- 
ample, figured that its programing 
costs exceeded $1-million when it 
switched several years ago from 
hand and punchcard accounting to 
computers. Today, the same _ pro- 
graming job could probably be done 
for much less cost, thanks to the 
newer “software packages” of pro- 
graming aids that come with com- 
puters, plus the hundreds of pro- 
grams and routines developed by 
users and made available through 
mutually maintained program li- 
braries (table, page 73). 

Inside out. Computer software, be- 
cause it determines how quickly and 
easily a computer can be prepared 
to do a job, and at the same time 
affects the machine’s ultimate effi- 
ciency in actually performing the 
work, has almost turned the business 
of selling computers inside out. 

Says Gordon Smith, vice-president 
and director of marketing of Rem- 
ington Rand Univac: “Major com- 
puter buying decisions will from 
now on be based on software, which, 
until recently, has taken a back seat 
to hardware design. This will be 
especially true in medium and large- 
scale computers.” 

Lacy Goosetree, sales manager of 
General Electric Co.’s_ electronic 
computer department, predicts that 
software will have a major effect 
not only on sales, but on the design 
of computers themselves. He says, 
“in the next five years, all manu- 
facturers’ computers in the same 
size range will look pretty much 
alike. They'll have about the same 
capabilities of storage and arith- 
metic speed. The big difference will 
be software.” 

Expanding. Not everyone agrees 
with Goosetree’s prediction, but 
there is absolute unanimity on the 
importance of software. Every com- 
puter manufacturer’s programing 
department is expanding fast. 

# Last month, Minneapolis-Honey- 


PRODUCTION 71 


3ort Ag geen eT ee 

















YOU'RE LIGHT YEARS AHEAD 
WITH WESTINGHOUSE 


NEW LIFEGUARD MERCURY LAMPS 
GIVE 70% LONGER SERVICE LIFE IN ANY WEATHER 


Give you the most light per dollar . .. because the remark- 
able new Lifeguard® electrode virtually eliminates arc- 
tube blackening . . . major cause of mercury lamp dete- 
rioration! As a result, new Lifeguard lamps are rated at a 
full 12,000 hours economical service life, and give up to 
25% more light throughout their 70% longer life. 


Lifeguard lamps (available in 100 to 1000 watts) are made 
of Weather Duty® hard glass for extra dependable service 
indoors, or out. They will not crack or craze when exposed 
to rain, sleet, snow, thermal shock, or corrosive gases. 


The Lifeguard lamp is just one of the many types of 
Westinghouse lamps designed to save you money. Take 





advantage of the Westinghouse Lighting Cost Reduction 
Plan and cut your lighting costs in one or more of the 
following ways: (1) Reduced cost of lamp purchases; 
(2) Reduced Lamp Replacementlabor costs; (3) Increased 
Lighting Level for the same or lower power costs; (4) 
More efficient use of power. For complete information, 
call your Westinghouse Lamp Agent... or your nearest 
Westinghouse Sales Office. You can be sure... if it’s 


Westinghouse. . 
Westinghouse 
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we 


pr 
en 


ke 


wl 
Cc 


tol 
du 


lar 
in 

2 
the 
gre 
ors 
SCé 


70: 
lib 


ins 


ins 
sio 
tro 
sh 


gre 


IB} 
Ser 
ma 
wo 
pre 
no 

ma 
ori: 


$2 


pri 
SCi 
mo 
pul 
like 
tiol 
ren 














well Regulator Co.’s Electronic Data 
Processing Div. gave its automatic 
programing group equal status with 
engineering, manufacturing, and mar- 
keting divisions. 

» At Radio Corp. of America, the 
programing group now occupies a 
whole building of its own. 

« International Business Machines 
Corp. now has 1,200 computer pro- 
gramers—all but 200 working on au- 
tomatic programing systems for in- 
dustrial, scientific, and military use. 


ll. Storing them up 


IBM also maintains by far the 
largest library of computer programs 
in the industry. It contains some 
3,275 programs all told, including 
the remarkable collection of pro- 
grams of SHARE, an independent 
organization of users of the large- 
scale scientific computers, the IBM 
704, 709, 7090. 

Some of the programs in the 
library are huge, with up to 120,000 
instructions. One such is AUTO- 
PROMT, a program for generating 
instructions for cutting three-dimen- 
sional parts on numerically con- 
trolled machine tools. Others are 
short subroutines; typical is a pro- 
gram for finding square roots. 

Donald C. Cashman, manager of 
IBM’s Data Processing Library 
Services, estimates that about 725 
man-years of programing effort 
would be required to duplicate the 
programs in the collection. There is 
no way to put a value on such a 
mass of collected “logic’—but 
original programing can cost from 
$2 to $20 per instruction. 

Fast-growing. The library is a 
prime example of how business and 
scientific computer users are taking 
more advantage of ready-made com- 
puter software. Actually, it’s more 
like a warehouse or shipping opera- 
tion than a place to get books. Cur- 
rently, it’s shipping out programs— 
decks of cards, mostly—at the rate 
of 5-million cards a month. 

In 1958, the library handled 20,000 
requests for programs and docu- 
mentation—the handbooks that ex- 
plain the programs; this year Cash- 
man expects to handle 200,000. He’s 
gearing up to ship 80-million punch 
cards by next year, and thousands 
of reels of magnetic tape. 

IBM’s library service is expensive 
—not to its users, for whom it’s free 
—but to IBM. Its budget is already 
over $1-million a year. 

While it’s the largest of its kind 
in industry—-Cashman expects it to 
contain 6,700 programs by the end 


of 1962—every other computer 
manfacturer maintains a_ similar 


service. Several of these libraries 
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Larger computer users groups 









































Computer Name of Number of Number of 

group members* programs 

and routines 

. G 15 EXCHANGE 180 600 

; Bendix G 2G User Group 25 oS 

205 DUO 90 100 

Burroughs 220 CUE 40 100 

Control Data 1604 CO-OP 22 130 
702, 705, 7070, 7072, 

7074, 7080, 1401 SUIDE 7 —- 

IBM 704, 709, 7090, SHARE 210 1800 

1620 User Group 350 60 

650, 1620 HEEP** 35 100 

General Electric Zen «(GET 39 — 

Honeywell 800 Users Assn. 30 = 

National Cash Register 304 Users Org. 35 axe 

Philco 2000 TUG 100 plus 

Packard Bell 250 Users Group 125 73 

RCA 501 Users Org. 48 EK 

Remington Rand Univac Prices oe ne aA ae 
LGP 30, 

Royal McBee RPC 4000, 9000 POOL 400 200 





*Some groups count corporate memberships, some individual, but in most cases there are no 
more than two or three members in any group from any one company. 


**HEEP is a group specializing in highway engineering problems, 


***Recently organized, no data available. 
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contain more than 1,000 programs. 

User groups. Computer manufac- 
turers aren’t the only source of soft- 
ware. There are 26 or more com- 
puter user groups, run by and for 
computer users (table, page 73), that 
collect and distribute programs de- 
veloped by members. Usually, these 
are only loosely affiliated with com- 
puter makers. The first, the Univac 
Users’ Assn., was formed in 1955. 

These groups accomplish two 
main purposes. First, any member 
gets access to a great deal of pro- 
graming done by other members, 
thus saving much duplication. Then, 
computer programs, no matter how 
skillfully put together, almost always 
have some bugs. If several compa- 
nies or scientific groups use a pro- 
gram, the defects can be found and 
corrected through the communica- 
tions service of the user group. 

Largest. The largest program col- 
lection of any computer user group 
is that of SHARE, for the IBM 704, 
709, and 7090 computers, with 1,800 
programs. Most of the programs are 
scientific, and there is some duplica- 
tion, but one of the most recent is 
strictly a business program. It’s a 
huge linear programing program, 
known as LP-90, that was developed 
by C-E-I-R, Inc. [BW Nov.12’60,p89] 
for six oil and chemical companies, 
using the IBM 7090. It’s used to 
solve both planning and operating 
problems in the oil and petrochemi- 
cal industries. 





Cross-stimulation. While it’s rare 
that one program fits more than its 
own originator’s needs, it’s often 
helpful in organizing and stimulat- 
ing ideas for new programs. 

User groups meet, as a rule, from 
once to four times a year, to iron out 
documentation ‘standards and dis- 
cuss new programing ideas. Paul 
Fedde, of Texas Gas Transmission 
Co., ex-chairman of Exchange, the 
user group for the Bendix G-15 com- 
puter, tells of one meeting at which 
a member presented a new routine 
for converting from decimal to bi- 
nary numbers. Within a few months, 
he says, other programers managed 
to make the routine work 10 times 
as fast as the original program. 

“When a computer is in use,” 
says Fedde, “people find ways of 
using it that the manufacturer never 
dreamed of.” 

Technical societies and manufac- 
turers’ organizations are another 
source of computer programs. Nine- 
teen members of the Aerospace In- 
dustries Assn., for example, are 
working on APT, a program for 
compiling machine tool instructions 
for numerically controlled tools [BI 
Jun.17°61,p80], with IBM sitting in 
an advisory capacity. 


lll. What software can do 


The computer software in the 
manufacturers’ libraries comes in 
many forms, but, in general, it falls 
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MORE MUSCLE TO MOVE THE GOOD EARTH... 


Rockwell-Standard Planetary Axles 


Along with the tremendous growth in the size and scale 
of U. S. farming operations have come new demands 
for bigger, more powerful equipment. Demands for 
giant tractors and machines able to farm vastly greater 
areas ... to produce more in less time and at less cost. 

Helping to provide the “muscle” needed to achieve 
today’s bigger farm goals are Rockwell-Standard plan- 
etary axles. Pioneered and perfected by Rockwell- 
Standard, these advanced axles help give more brawn 
—more rugged strength—to agricultural equipment like 
the huge four-wheel drive tractor shown here. 


Rockwell-Standard planetary axles are at work not 
only on the farm but all over the world—wherever big, 
dependable off-highway equipment is needed to do the 
tough jobs. You'll find them on heavy-duty road 
scrapers, front-end loaders, big, off-road rock wagons, 
giant earth movers... in fact, any place where rugged 
power at the wheels is of prime importance. 

The advanced planetary axle is another important 
contribution from Rockwell-Standard to the fields it 
serves so well — transportation, construction, agricul- 
ture, petroleum, general industry and government. 


22 U.S. plants of Rockwell-Standard Corporation manufacture these famous products « TIMKEN-DETROIT® AXLES « HYDRA-DRIVE® TRANSMIS- 
SIONS « GARY® GRATING + BLOOD BROTHERS® UNIVERSAL JOINTS « BOSSERT® STAMPINGS + AERO COMMANDER® AIRCRAFT «+ AIR-MAZE® 
FILTERS « KERRIGAN® LIGHTING STANDARDS. Plus these other Rockwell-Standard® products: AUTOMOTIVE BUMPERS «+ AUTOMOTIVE SEATING 


LEAF AND COIL SPRINGS 


INVESTORS are invited te send 
for this interesting booklet about 
the Corporation and its widely 
diversified line of products. 
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into one of three major categories: 
subroutines, applications programs, 
and compilers. User group libraries 
contain both subroutines and appli- 
cations programs. 
The distinction among these vari- 
ous categories is important. 
Subroutines are ready-made sets 
of computer instructions for doing 
a specific part of a job—finding 
square roots, say, or establishing a 
print-out format, or perhaps doing 
a complex series of repetitive op- 
erations, such as sorting data and 
filing it in proper order in existing 
lists, such as inventories. 
Applications programs are ready- 
made computer programs that are 
relatively complete. Some represent 
general management problems com- 
mon to all industry, such as linear 
programing, sales forecasting, sched- 
uling complex projects, and balanc- 
ing production lines (table, page 75). 
Other applications programs are 
more closely tailored to a specific 
industry—as IBM’s SURE program, 
for customer billing by electric and 
gas utilities (table, page 78). 
Common. Nearly all computer 
manufacturers have developed a 
program for PERT, a method of 
scheduling projects now required on 
some Navy and Air Force contracts. 
It is used to figure a schedule of 
complex engineering, construction, 
or manufacturing projects by what 
is known as critical path analysis. 
This requires setting up a flow chart 
showing how completion of each 
part of the project relates to the 
whole, identifying critical jobs, or 
those that have to be completed be- 
fore other steps can be started. 
PERT requires calculating a com- 
pletion date for each action point 
on the basis of an optimistic, realis- 
tic, and pessimistic date—and the 
program has to be _ recalculated 
whenever a critical step gets off 
predicted schedule. Only a computer 
can figure it, and the computer pro- 
gram, obviously, is a‘long and com- 
plex one. But with presently avail- 
able software, computer users can 
simply order the program from the 
manufacturer’s service library. 
Jobs for managers. Such tech- 
niques as PERT are having an in- 
creasing influence on management 
methods. Yet it should be ‘clear that 
merely having the computer do the 
calculating isn’t the main objective. 
Gathering the information, setting 
up the systematic production and 
accounting procedures, estimating 
costs and times realistically, and de- 
ciding which system to use remain 
very much of a job for intelligent 
management men. 
Not infrequently, success in col- 
lecting information in an orderly 
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For multiproject scheduling 
PERT 





Typical systems programs 


Univac I, Il; RCA 501; 
Control Data 1604 





Critical Path Method 


GE 210, 225; Bendix G-15 





LESS 
For forecasting 


IBM 650, 1401, 1620, 7070 








[Comparing alternative 
investments] 


Sales Forecasting ‘RCA 501 
Financial Model RCA 501 
[Predicting balance sheet] 

Capital Investment IBM 650, 1620 





Limited Information Estimation 
[Forecasting by multiple 
linear regression techniques] 


IBM 704, 709, 7090 





[Similar to previous but more 
advanced techniques] 


Forecasting by Econometric Methods 


IBM 704, 709, 7090 





Nu-Soundex 
[Analysis of seasonal sales 
variations] 


For management functions ~ 
Linear Programming 


Univac Solid State 


Bendix G-15; 
Burroughs 205, 220; 
Generai Electric 225 











[Cataloging and indexing manpower] 
For manufacturing 


Machine Loading 

[Assigns product manufacture 
to machine or plant to mini- 
mize cost and maximize profit] 


Philco 2000 
Sales Analysis IBM 1620 
TAG: Naming Products RCA 501 
Human Resources Package RCA 501 


IBM 704, 709, 7090 











Production Line Balancing IBM 650 
[Assigns assembly line jobs so 

= they are completed most efficiently] 

> Engineering Requirements IBM 709 


= (Computes engineering needs for 
§ manufacturing control] 





| Management Operating System 
[Correlates six basic manu- 
facturing functions] 


For research and development 


KWIC-index 
[Automatically indexes tech- 
nical articles} 


All IBM Random 
Access Systems 


IBM 704 





} Taxonomy Application 
[Classifies and sorts 
qualitative information 
for scientific research] 


ESI psi ty 





way, flowcharting it in a logical sys- 
tem, and filling in the gaps revealed 
by a computer ‘program can do more 
to improve a company’s operation 
than the succeeding runs of data on 
the computer. 

Specialized. More specialized 
types of ready-made computer pro- 
grams, such as those for demand 
deposit accounting im, banks, hospital 
accounting, and automobile rating 
for insurance companies, pose a 
difficult problem. While all com- 
panies in an industry have more or 
less similar general problems and 
organization, each is completely dif- 
ferent in detail. It’s almost impossi- 
ble, for example, to write a program 
for payroll to fit more than one firm. 

Nevertheless; such programs as 


IBM 704, 709, 7090 


© Business Week 





SURE, the customer billing pro- 
gram for electric or gas utilities, are 
undoubtedly in the vanguard of a 
growing number of specific inaustry- 
oriented jobs that software will be 
able to help accomplish economi- 
cally. IBM-estimates that SURE will 
take care of about 80% of the pro- 
graming job for the average utility. 
Those that have used it, such as 
Brooklyn Union Gas Co., credit it 
with saving many man-hours and 
speeding up significantly the process 
of putting billing on a computer 
basis. 

IBM has recently set up a special 
school, on the graduate level, to deal 
exclusively with solution of business 
and scientific problems. One aim will 
be to develop systems that will apply 
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.. let Hertz handle them for you! 


If you’re “up to your ears” in costly truck maintenance problems too often, 
there’s an easy—smart—way out. Switch to Hertz Truck Lease Service. 

Let Hertz take over the problems for you—while you get back in your own 
business full-time. 

How do you start? By talking to a Hertz Sales Engineer. He’ll explain how 
Hertz pays cash for the trucks you now own. You get new GMC, Chevrolet 
or other sturdy trucks. Or, your present trucks can be reconditioned and 
leased back. 

Truck problems end for good! That’s because Hertz Truck Lease Service 
offers complete, trouble-free maintenance. Included are: washing and 
cleaning of trucks, painting and lettering, gas and oil, garaging, insurance, 
emergency road service—and much more! The cost? Just one fixed amount 
per week—it covers everything except the driver. And keep in mind, you 
make no cash investment—capital is available for expanding and improving 
your business! 

No matter what business you’re in, Hertz tailors its service to suit your 
needs. Experts will custom-engineer trucks for your product and type of 
operation. And you lease only those trucks you need for 

normal conditions. If one is tied up for repairs, Hertz 

provides a replacement. If extra trucks are needed for 

peak periods, Hertz supplies them immediately. 


Call your nearest Hertz Truck Lease office now. 
Or write for booklet—‘‘How to Get Out of 
Truck Business’”—to: HERTZ TRUCK LEASE, 
660 Madison Avenue, New York 21, N. Y., 
Dept. A-923. 


no investment...no upkeep 7 YS 


wens I TRUCKS 


HERTZ ALSO RENTS TRUCKS BY THE HOUR, DAY, OR WEEK 























: Typical applied programs for 
i specific industry applications 
_ Demand Deposit Accounting GE 210; IBM 1401 
a {For commercial banks] 
' Automobile Rating IBM 1401 
» [Codes automobi'es and 
ie) trucks for insurance companies] 
| Welfare Payroll IBM 1401 
{accounting for government 
f welfare organizations} 
' Blue Cross/Blue Shield IBM 1401 
| {Hospitalization accounting] 
County Workshop IBM 1401 


[Automatic evaluation of prop- 
erty for tax purposes] 





SURE 
[Customer accounting for gas 
and electric utilities} 


IBM 7074, 7070 





Hospital Accounting 
[Patient, payroll, and inventory 
accounting] 


IBM 305 





Traffic Assignment 
{Analyzes traffic flow. 
Computes path of highways] 


Univac Solid State 





Autopromt 

[Generates instructions for 
cutting 3-dimensional shapes 
on numericaliy controlled 
machine tools] 


IBM 704, 709, 7090 





' Numerical Control 

© [Generates tape to cut 2- 

|. dimensional shapes on numerically 
© controlled tools] 


Univac Solid State 


© Business Week 





to many companies in an industry. 
GE considers its wide and diversi- 
fied operations a key to developing 
software for its Computer Dept. 


IV. Writing its own program 


All this software, whether for spe- 
cial jobs or a general management 
system, represents a growing body 
of skill, conveniently available to 
business and science. You have to 
train new accountants, new systems 
men; but the programs on card and 
tape will never grow old and forget- 
ful, never retire. Users and manufac- 
turers will improve them constantly. 

Another line of development is 
carrying the process a step further, 
and attacking the high cost of pro- 
graming in a somewhat different 
way. Computer programers have de- 
veloped systems called assembly 
programs and compilers that make 
the computer itself a programer. 

Language question. When an in- 
struction finally goes to a computer 
on tape or punch card, it may have 
a binary number form like this: 
00000101. In decimal numbers that 
would be “plus 5.” Depending on 
the order in which it is presented to 
the computer it might mean the 
command “add,” the number of a 
tape transport, or the number 5. But 
everything the computer is told to 
do and all numbers it handles, are 
eventually expressed in 1’s and 0’s. 

Even for an expert programer, it 
would be hard to remember that 
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00000101 is the command for addi- 
tion, say, 00000011 for multiplying, 
and so on through dozens of com- 
rands. What’s more, commands dif- 
fer from one computer to another. 
To get around this problem, pro- 
gramers wrote mnemonic systems, 
called assemblers. In these, the pro- 
gram is written in a sort of short- 
hand English, using contractions of 
such words as “add” or “subtract” 
or “go to” instead of the numerical 
code. These are now widely used. 
The programer still has to write an 
instruction for every single thing the 
computer is to do, but he can write 
some of it in terms comprehensible 
to him. A special program, called an 
assembly program, translates the 
mnemonic symbols into the binary 
or decimal numbers of the “ma- 
chine-language” program. 
Compilers. Grace Hopper, head of 
programing for Remington Rand 
Univac, was one of the first to carry 
the idea of automatic programing 
to the next, and present step. Her 
group developed the first compilers 
—master programs that enable a 
computer to write its own program 
from fairly general instructions. 
With a compiler, instead of having 
to tell a computer all the steps for 
a division operation, all that’s needed 
is an algebraic notation. That signals 
the computer to generate a a 
language program for the division 
operation. A scientist familiar with 
the notation of FORTRAN—IBM’s 
algebraic compiler—can virtually 


though 
knowing nothing of the details of 
machine-language programing. 


write his own program, 


Special compilers for business 
programs followed in a hurry. Their 
vocabulary is limited, the grammar 
and syntax rigid, but a computer 
can be programed in familiar words 
—what some call “programing 
English.” 

Computer Esperanto. Soon, the 
languages began to proliferate. IBM 
wrote FORTRAN for algebraic lan- 
guages, Commercial Translator for 
business. Remington Rand Univac 
wrote Math-Matic and Flow-Matic 
for similar uses. Other computer 
makers joined in. 

The Dept. of Defense, which has 
computers of all brands, decided it 
could not live with this babel. It set 
up CODASYL, the Conference on 
Data Systems Languages, and gave 
it the job of developing a common 
language for data processing com- 
pilers. The result is COBOL, which 
stands for Common Business Ori- 
ented Language. It’s a_ stylized 
programing English any computer 
will have to accept to be eligible 
for government purchase. So every 
computer maker is rushing to per- 
fect a COBOL compiler (chart, 
page 70). 

Every type of computer needs its 
own special compiler. Compiling a 
program from COBOL takes a lot of 
computer memory space and a lot 
of time; its efficiency depends on 
the skill of its authors. There will 
be considerable competition among 
computer makers on both counts. 

Man and machine. Some computer 
programers argue that a compiler 
can never write as efficient a pro- 
gram as an expert programer. Many 
scientific computer users reply that 
the FORTRAN compiler, for ex- 
ample, can write as good a program 
or better than the average pro- 
gramer, and make fewer mistakes, 
to boot. 

The net result of all this software 
production is a host of business 
shortcuts. But even compilers aren't 
the last step; you still have to state 
the problem in detail, in algebraic 
programing or programing English. 
Some computer men look ahead to 
the day when you'll have to present 
the data and the general problem, 
and the computer will figure out how 
to find a solution and write a pro- 
gram. 

Even if such a _ super-compiler 
comes, however, that doesn’t mean 
companies will be run by computers. 
No matter how skillfully programed, 
computers should merely provide 
management with more chances to 
make decisions, based on_ better, 
more timely information. End 
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Servant to the Electronics Industry 





AMERICAN- MARIETTA 


Epoxy Molding Compounds 


The Adhesive, Resin and Chemical Division of American-Marietta, one of the 
leaders in the development and production of unique and versatile plastic materials, 
helps to satisfy the electronics industry’s demand for automated encapsulation of 
precision components, 


The result of more than five years of research, supported by extensive military and 
industrial evaluations, EMC epoxy molding compounds have the inherent physical, 
chemical and electrical properties which make possible new fields of design and new 
manufacturing techniques in the electronics fields. 


Whether it be the launching of a rocket, the imponderable calculations. of a com- 
puter or a breeze of fresh music from the nearest stereo set, A-M’s advanced epoxy 
molding compounds assure trouble-free operation of vital electronic components, 


PAINTS «+ CHEMICAL COATINGS « SYNTHETIC RESINS 
ADHESIVES + SEALANTS + METALLURGICAL PRODUCTS 
PRINTING INKS «DYES «+ HOUSEHOLD PRODUCTS « LIME 
REFRACTORIES « CONSTRUCTION MATERIALS ¢« CEMENT 
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Marble’s comeback 


as building material 


After near-extinction in the era of modern architecture, 
marble has adapted to needs for lightness, lower 


cost, new shapes. Georgia Marble Co. has been a leader 


Twenty years ago, with modern de- 
sign sweeping the building industry, 
marble was on the verge of disap- 
pearing entirely from architecture. 
But just when it was on the brink of 
extinction, this beautiful durable 
stone began making a comeback. 

Today the quarries of Georgia 
Marble Co. (pictures), which claims 
to be the world’s largest producer, 
are going full-tilt to supply marble 
for paneling, decorative trim, in- 
teriors of lobbies, wainscoting in 
corridors and around elevator shafts. 
Despite the industry’s continuing 
difficulties, Georgia Marble’s annual 
sales have climbed from $4.5-million 
in 1952 to $17.9-million last year. 

In the same period, which includes 
a time of acquisitions as well as of 
basic growth, earnings rose from 
$323,500 to $1.9-million. Earnings 
per share went from $1.62 to $2.32. 

Classic material. More than 2,000 
years ago, Greek builders chose mar- 
ble for their public buildings, such 
as the Parthenon, for the same 
beauty and durability that make it 
still a choice material. Yet the 
modern design trend to lightness 
and airiness in the 1930s and 1940s 
seemed to doom it in favor of man- 
made materials such as _ metals, 
glass, and concrete—even plastics. 

Even banks no longer had to look 
like Greco-Roman temples, and _so- 
called classical designs, and, under 
their prodding, using heavy masonry 
and thick slabs of marble were 
thrown into eclipse. “By the 1940s,” 
says Atlanta architect Joseph Ami- 
sano, “marble, by and large, was on 
the way out.” 

The architects began finding ways 
to reconcile marble with modern de- 
sign, and producers such as Georgia 
Marble Co. experimented with new 
forms of the stone. 

“Marble is a gorgeous material,” 





Enough marble for 3,000 years at pres- 
ent production rates is at Georgia 
Marble’s North Georgia quarries, such 
as this one. 
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says Amisano, “wonderfully imper- 


vious, with terrific maintenance 
qualities.” 
Now, says Georgia Marble’s 


Pres. John W. Dent, “marble, a time- 
honored material, has finally been 
demonstrated as fitting properly into 
the demands of modern architectural 
design.” 

Changing industry. Before this 
happened, though, the industry was 
in a serious decline and finally had 
to reorganize. Producers are now 
down to eight companies. Atlanta- 
based Georgia Marble itself ac- 
quired seven companies since 1952, 
now operates quarries in Alabama, 
Tennessee, Virginia, Missouri, and 
Vermont in addition to its original 
and largest quarries in North Geor- 
gia. It also imports marble. 

To meet demands of architects for 
a wider variety of shapes, thick- 
nesses, color combinations, and tex- 
tures, and also to answer builders’ 
demands for lower prices and in- 
stallation costs, Georgia Marble also 
had to work out some changes in 
production methods. 

New forms of marble. For conven- 
tional heavy masonry construction, 
marble is cut into slabs 3 in. to 6 in. 
thick. Georgia Marble equipped 
some of its plants, such as the one 
at Tate, Ga. (pictures), with saws 
and finishing machines that turn out 
marble 1% in. to 1% in. thick, suit- 
able for decorative use. 

This actually adds value to the 
product, since Georgia Marble can 
charge more per cubic foot of stone. 
And the builder saves money be- 
cause he can cover more area with 
less marble. 

The company has adopted an- 
other new technique that cuts the 
building’s installed costs. A_ thin 
marble (technically, anything under 
2 in. thick is “thin”) is placed face- 
down in a mold and backed with a 
pouring of concrete. The two ma- 
terials bond firmly, forming a 
marble-faced panel ready for instal- 
lation. 

Georgia also offers a %-in. marble 

































Marble is carved out, a layer at a time, 
by batteries of pneumatic drills, leaving 
the quarry wall arranged in steps. 







Huge pillar is shaped, sized, and pol- 
ished at Georgia Marble Co.’s stone- 
finishing shops near Tate, Ga. 

































Workmen set in place thin decorative 
strips of marble on facade of new court- 
house at Spartanburg, S.C. 
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well 

help you 
raise 
your roof 
with 


100% 


financing 





Is it time to raise the roof in your 
industry ... with expansion, development of 
new plants, or new distribution patterns? Let 
Oklahoma help. 

With its location in the center of things, 
its new 100% industrial financing aid, and its 
eager, active people who like to get things 
done, Oklahoma is the logical location for 
your new plant, warehouse or distribution 
office. More and more of industry’s leaders 
are including this land of fresh, new markets 
in their development plans. How about you? 

For the story Oklahoma has for you, 
contact H. A. Eddins, President, Oklahoma 
Natural Gas Company, 7th and Boston, 
Tulsa, Oklahoma, or Max Genet, Jr., Director, 
Oklahoma Department of Commerce and 
Industry, Box 3327-BB, Capitol Station, 
Oklahoma City, Oklahoma. Confidentially, 
of course. 


OKLAHOMA! 


---where the future is just beginning 
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With tongs, huge building blocks are 
horsed around the Tate shop like ice 
cakes, after trimming and polishing. 


strip for office or lobby decor that is 
thin enough to be translucent in 
backlighting, highlighting the color 
of the stone. It saws marble to pro- 
duce varying textures, and it offers 
a product called Split-Face, made up 
of rough-hewn blocks. 

Enough experimenting? Despite 
such innovating, some architects 
still feel marble producers aren't 
doing enough basic research. 

“They're trying to sell marble.” 
says one architect, “but they won't 
go out and hire a first-rate designer 
to explore the possibilities—not just 
specific applications but basic 
trends.” Architects add that engi- 
neering data is also inadequate. 

“We've been woefully lacking in 
developing facts about marble—as 
a company and as an_ industry,” 
Georgia Marble Senior Vice-Pres. 
William L. Vance concedes. “We're 
trying to remedy this.” 

Growing volume. An _ industry 
source estimates that dollar sales of 
domestic producers have quadrupled 
since 1944 to $50-million a year 
($200-million a year, installed). It’s 
a growing business, even though 
marble has lost ground. 

“We may not be getting as much 
of the total market,” says Vance, 
“but the total market is expanding.” 

Georgia Marble has just finished 
what is regarded as the largest mar- 
ble contract in industry history—a 
$6.5-million contract on the new 
House Office Building in Washing- 
ton, which Georgia shared with its 
chief competitor, Vermont Marble 
Co. Georgia also recently finished 
work on the United Insurance Build- 
ing in Chicago, whose 41-story col- 
umns are sheathed in 4-in.-thick 
marble. End 
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INDUSTRIES 


Oilmen look for profit 
above ground 


Real estate ventures lure smaller companies as way out of 
profit squeeze; one, Christiana, is forsaking oil 
for residential marina project. Big ones are getting in, too 


As it becomes more and more dif- 
ficult to make a profit from the 
production of oil, some oilmen are 
deserting their traditional interest in 
what lies beneath the ground and 
are beginning to look at the real 
estate itself. 

This is particularly true in Cali- 
fornia where, except for a few lucky 
strikes, the cost of finding and pro- 
ducing on new oil fields has become 
almost prohibitive, but where land 
values continue to soar. 

Christiana Oil Corp., for example 
—a small, independent, publicly 
held company — announced this 
month plans for a new kind of 
project, the development of 860 
acres of tidal lands along the 
Pacific (picture) into a luxury resi- 
dential marina. Besides the land, 
Christiana bought up some of the 
producing oil wells on the property, 
at what Pres. Lewis W. Douglas, 
Jr. (pictures, right and page 88) 
admits was a premium price. 

Despite its name, however, Chris- 
tiana bought the wells not because 
it was interested in the oil produc- 
tion, but to insure that no one will 
have an oil well in the backyard of 
his luxury home. It’s quite possible 
that Christiana will simply abandon 
the wells as the marina develops. 

This is not so strange as it ap- 
pears, since Christiana is already all 
but completely out of oil production 
and the oil business. In the summer 
of 1960 it sold most of its oil prop- 
erties for $2.9-million (total assets 
come to more than $11-million), and 
began betting its future on real 
estate and land development. 

Contagious. Christiana is far from 
alone in making such a move. Other 
small petroleum companies—among 
them Sunset International Petro- 
leum Corp., Coast Exploration Co., 
Kent Organizations, Inc., and Di- 
versa, Inc.—are also buying up land 
for real estate purposes, sometimes 
to supplement their oil interests, 
sometimes to the exclusion of oil. 
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The “independents” are the eager 
ones, because the squeeze on them 
has been greater. But even some of 
the larger companies are looking at 
their fee properties (where they own 
the land as well as the mineral 
rights) with a new interest in their 
real estate potential. Majors moving 
or looking into development projects 
include Union Oil Co. of California, 
Signal Oil & Gas Co., Humble Oil & 
Refining Co., and Standard Oil Co. 
of California. 

Movie lead. The oil industry’s 
move into real estate follows a sim- 
ilar ploy by another glamor indus- 
try, the motion picture makers. Some 
of the film makers’ deals, however, 
involve outright sale of company 
property—with leaseback arrange- 
ments for part of it for studio use— 
rather than its development by the 
film company. 

Twentieth Century-Fox Film 
Corp., for example, sold its 260-acre 
plot in West Los Angeles for $43- 
million to a joint venture of Alumi- 
num Co. of America and Webb & 
Knapp, Inc. [Bi Apr.22’61,p123] for 
development of a $500-million Cen- 
tury City. Fox leased back 80 acres 
and is still making movies there, but 
has the option after five years to em- 
bark on a commercial development. 

Out of a squeeze. For the smaller 
oil companies, the move to real es- 
tate often is prompted by the need 
to find the profits no longer avail- 
able from oil production. 

John Knudsen, Jr., president of 
Kent, points to a “tremendous 
change” in the oil industry in recent 
years. Even if an independent finds 
a new oil field now, he says, “you 
can’t make any money from it.” Pres. 
Louis W. Erlich of Coast Explora- 
tion says the production schedules 
set up by the states make it very 
hard for a small company to arrive 
at a satisfactory yield. 

Pres. Morton A. Sterling of Sunset 
notes it’s now difficult to acquire 
a proved property at a reasonable 

























































From oil wells to residential marina is 
plan for these Pacific lands and com- 
pany of Lewis W. Douglas, Jr. (left). 
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cut the 


Swissair 17-day fares and free stopovers 





cost of 
doing 
business 
abroad 


The next time you need to go abroad 
—come aboard one of our DC-8 
Jetliners. If you can complete your 
business within 17 days, your 
Swissair ticket will cost $136 less 
than the economy fare...round trip 
from New York, effective October 
Ist, 1961 to March 31st, 1962. At 
no extra air fare, you can stop over 
in as many as 24 cities in 18 
countries. Our Caravelle jets con- 
nect with major European cities and 
our new Convair 880’'s connect with 
Eastern cities as far away as Tokyo 
...all for fast jet-to-jet service. And 
on every plane you fly with Swissair, 
you'll find Swiss-Care flying with 
you. Swiss-Care, you'll find, is a 
special way of putting the business- 
man who flies with us comfortably 
at ease. For more information, 
either see your travel agent or call or 
write us at Swissair, Executive Dept., 
3 East 54thSt., New York, N.Y. 


SWISSAIR 


SWISSCARE + WORLDWIDE 
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Pres. Douglas studies plans to turn bar- 
ren acres into luxury homes and marina. 


price. Christiana, too, ran into diffi- 
culty in purchasing properties. 

A natural. For all these reasons, 
small oil companies began to realize 
they would have to diversify to keep 
the black ink on the books. Real es- 
tate and land development looked 
like a natural for them. 

Oil development and real estate 
development are . blood relatives, 
says Coast’s Erlich, for both are es- 
sentially speculative deals. 

Homes on the water. Though the 
companies are delving into real es- 
tate for similar reasons, they plan 
quite different developments. 

Christiana, when it sold off oil 
holdings, first bought 91% of Ari- 
zona Title Guarantee & Trust Co., 
then switched this for 20% of the 
stock of the larger, faster-growing 
First American Title Insurance & 
Trust Co. in Orange County, Calif. 

Then it began negotiating with de- 
velopers who had made a downpay- 
ment on acreage it wanted in Hunt- 
ington Beach for the marina project. 
Christiana and the developers set up 
Huntington Harbour Corp., a sub- 
sidiary of Christiana. Christiana 
made the $3-million final payment, 
got 80% of the stock; the developers 
got the other 20% in Huntington, 
plus 350,000 shares in Christiana. 

The huge residential marina proj- 
ect is the first of its kind in the Los 
Angeles area since the 1930s. And 
it’s likely to be the last, for the sim- 
ple reason, says Pres. Douglas, that 
property just isn’t available. 

The plan of William L. Pereira & 
Associates calls for 641 acres of land 
and 246 acres of waterway that will 
divide the tract into islands and pen- 


insulas to provide water frontage 
(18 mi. of it) for as many homes as 
possible. The terraced interior will 
provide water views. Lots will range 
from $10,000 to $40,000, depending 
on location; about 100 should be 
ready for builders by next March (at 
first, Christiana will sell off lots tc 
custom builders). 

Varied aims. Sunset International. 
an oil development company with 
1960 assets of $48-million, frankly 
admitted when it went into real 
estate that one big motive was to 
use up some of the $3.5-million in 
intangible write-offs it had been 
building up [BIN Sep.17’60,p116]. 
Sunset continues its oil activity, at a 
slower rate, while it proceeds with 
residential projects at Los Angeles, 
Sacramento, and San Diego. 

Coast Exploration—with assets 
over $5-million—acquired 320 acres 
in Tempe, outside of Phoenix, sold 
the residential acreage for $1.17-mil- 
lion, and is considering whether to 
sell the industrial and commercial 
acreage for capital gain or build. In 
oil, Coast goes in for wildcatting. 

Kent Organizations, originally a 
drilling, exploration, and oil produc- 
ing company, has decided the oil 
business is “not for us.” It, too, is 
active in Arizona, with a lease on 326 
acres north of Phoenix; but it plans 
to splurge soon with a golf course, 
a mobile home park, a motel. 

Dallas-based Diversa, Inec., is 
drawing on its cash flow—$4.7-mil- 
lion last year—for California real 
estate ventures. It has 14,000 acres 
at Santa Susana, where it may go 
into construction, 450 acres at On- 
tario, where it has a limited partner- 
ship arrangement with a builder. 

Majors. The “majors” are getting 
in the game, too, but here it’s mainly 
a matter of cashing in on long- 
held properties. Union Oil is selling 
surface rights to about 3,000 acres 
near Vandenberg Air Force Base to 
Vandenberg Village Development 
Co., and having a plan drawn for 
4,000 acres near Los Angeles. Union 
is retaining mineral rights, however. 

Humble Oil, though it has not an- 
nounced specific plans, is creating a 
stir over possible industrial or resi- 
dential use of a 35,000-plus-acre 
tract near Houston, which has some 
producing wells. Signal Oil & Gas 
has let a master lease to developer 
Frank H. Ayres & Son for 400 coast 
lots in Newport Beach, Calif.; 172 
cottages are already completed. 
Standard of California is consider- 
ing the sale, lease, or development 
of fee lands for industrial, com- 
mercial, or residential use; it has 
sold or leased thousands of un- 
needed acres for commercial or farm 
purposes. End 
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Gold-suited attendant is one of distinguishing marks of Continental Air Lines, regional trunk with enviable profit record 


Airline thrives on split personality 


Continental Air Lines is tiny compared to the bigger 
trunks. Yet it has a knack for rolling up impressive profits 
with lush service, behind-the-scenes austerity 


Continental Air Lines, Inc.—a re- 
gional trunk line serving Los An- 
geles from Chicago, Kansas City, 
Denver, and Houston—has a split 
personality: To its customers it pre- 
sents a front of luxury and opulence, 
complete with gold carpets, gold- 
suited field attendants, and an abun- 
dance of champagne and French 
pastries; behind the scenes there is 
a cost-conscious, Spartan plainness 
that even extends to holes in the hall 
of the corporate offices located in a 
repair hangar at Denver’s Stapleton 
Airfield. 

Steady profits. But Continental 
has managed to make its odd per- 
sonality pay off handsomely on the 
ledger books. In the volatile air 
transport industry, Conair has 
racked up an operating profit every 
year but one (1941) since its found- 
ing 26 years ago, has had a net loss 
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only twice. Even this year—the in- 
dustry’s worst since 1947 when the 
domestic trunk lines have reported 
a net loss for the first six months of 
$13.6-million—Continental reports a 
half-year profit of $542,000, up some 
5% from the same period in 1960. 

This performance is all the more 
impressive considering Continental 
ranks 10th in size of the country’s 
11 domestic trunk airlines and does 
only 3% of the total trunk line busi- 
ness. 

Fewer trunks. For years, small 
trunk lines have had trouble surviv- 
ing. Just 10. years ago there were 
16 domestic trunks; since then Chi- 
cago & Southern, Colonial, Mid- 
Continent, and Inland—four of the 
six smallest in 1951—have disap- 
peared. Earlier this year, Capital 
went off the map [BI Apr.8’61,p30], 
and many airline officials expect at 


least one more to follow it soon. 
Today, the four big trunks, United, 
American, TWA, and Eastern, log 
69.5% of the total passenger miles 
flown by all 11 lines. 

Traditionally, small lines have had 
financing difficulties. In addition, 
passengers living outside their route 
areas just don’t know about the con- 
necting services offered by the 
smaller lines. This latter problem 
has been intensified lately by the 
jets flying over the old “gateway 
cities.” Continental, for instance, 
picks up business at Chicago from 
the East. A year ago there were 
only six flights a day offering one- 
plane jet service from northeastern 
cities (exclusive of New York and 
Washington) straight to Los An- 
geles; in May of this year there were 
21 such flights. 

Continental is important among 
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domestic trunk airlines because it 
not only has been able to live with 
its small size, but also made the 
most of it. Indeed, doubters in the 
industry wonder if Conair will be 
quite so profitable when it gets big- 
ger, as inevitably it must. 

Superior service. Because Con- 
tinental has huge jets and relatively 
fewer passengers to fill them, it can 
and does provide better in-flight 
service to each customer. People 
knowing this go out of their way 
to fly Continental. But too many 
customers—and Continental runs 
into danger of being just another 
airline. 

Because Conair’s route structure 
is simple contrasted with those of 
the Big Four, scheduling of air- 
planes is relatively easy. Its jets are 
in the air a phenomenally large part 
of every day, though a simple route 
map is decidedly not the only rea- 
son. Still, more cities, more routes, 
and more jets could destroy this 
high aircraft utilization and the 
profits it brings. 

Continental, which has learned to 
live with its small size, may well 
learn to live as a giant. But it won't 
be the same airline. 


|. Profitable utilization 


Conair’s answer to the problems of 
survival as a small trunk comes 
from its two-sided personality. The 
flashy showmanship is the line’s way 
of getting customers away from its 
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bigger and better known competi- 
tors (on its important Chicago-L.A. 
route, it battles United, American, 
and TWA). The profit comes from 
a tight control on costs of all kinds. 

The concrete block simplicity of 
the corporate offices is one way of 
holding down overhead. Tight reins 
on hiring is another: Conair’s total 
payroll works out to $2.08 per 100 





Contrast between Continental Air Line’s image in flight and on ground is striking. 





passenger miles; for the four big 
lines, it’s about $2.90. 

High utilization. But the biggest 
single element in keeping costs 


down is CAL’s strict policy of keep- 
ing its jets in the air. 

The line owns five Boeing 707s, 
which now are averaging better than 
13 hours a day in the air (that’s 
more than two hours more than the 


Its passengers are treated lavishly—to French pastries and champagne. But 
economy is the watchword at line’s functional Denver offices. 
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First U.S. nuclear-powered 
cruiser added to fleet— 
packs wallop of Talos missiles 


The “nuclear age” has come to the Navy’s surface fleet of Talos on missile-carrying cruisers is Bendix- 
with the commissioning September 9 of the USS Long developed Tatte (Talos Tactical Test Equipment). This 
Beach. This is the first U. S. Navy cruiser to automatic, electronic device tests the mis- 
operate on nuclear power. It also carries in | sile’s readiness in seconds—and flashes 
readiness the devastating wallop of long- avisual “go” or “no go” signal. If “no go,” 
range, supersonic Talos missiles Tatte indicates where the trouble is sc 
designed to hit both air and surface that it can be corrected quickly. e In 
targets with deadly accuracy. Talos, addition, Bendix supplies control valves 


built for the Bureau of Naval 
Weapons by our Mishawaka Divi- 
sion, is already operational on some 


for the hydraulic system that moves 
the Talos missile from its storage 
area into launching position. 


Left: A Talos missile on its launcher aboard 
the USS Galveston. This installation is similar 
to that on the new USS Long Beach, below. 


non-nuclear-powered U. S. missile 
cruisers. e An important “partner” 
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closest 707 user). Soon, one of its 
planes will be the first commercial 
jet to log 10,000 hours. That unusu- 
ally high utilization rate lets Conair 
break even with only 37% of its 
available jet seats filled—the lowest 
break-even load factor in the indus- 
try by some eight or 10 percentage 
points. 

One reason Continental gets so 
much use from its jets is its schedul- 
ing policy. The line will run a flight 
whenever it can more than meet its 
out-of-pocket costs. This means 
often that it is scheduling flights at 
odd hours simply because the plane 
is available then. 

Continuous maintenance. Con- 
air’s maintenance policy is as vital 
to the high utilization record as the 
scheduling. All other airlines take 
their jets out of service periodically 
for long (usually five-day) overhauls. 
But Conair instead uses what it 
dubs a “continuous maintenance” 
policy—cach jet is worked on for 
13 hours every fifth day. In that 
time, inspections are made, and 
worn parts taken off and replaced 
with spares. This way, the plane 
can be flying while the time-con- 
suming work of engine or landing 
gear overhaul goes on in the shops. 

This means that Continental has 
to keep on hand a bigger store of 
components than it would with con- 
ventional maintenance, but officials 
insist that the income from those 
extra flying hours by far exceeds the 
cost of the additional inventory. CAL 
bought the Boeings in the first place 
because they were designed so that 
any part can be replaced in § hr. 
The line says that it simply couldn’t 
afford to fly the jets if it weren’t for 
the little downtime the continuous 
maintenance approach allows. 


ll. Service and splash 


The tight cost control at Conti- 
nental is the province of Executive 
Vice-President Harding L. Law- 
rence, former sales vice-president 
who has been top administrative 
officer since McKinsey & Co., Inc., 
reorganized the line’s management 
structure in mid-1959. (Essentially, 
this was done, says Lawrence, to 
separate the “planners” and_ the 
“doers.”) But the other part of Con- 
air’s personality—the bazazz, the 
showmanship, the flair—is really a 
reflection of Pres. Robert F. Six, who 
for 23 years has been head of the 
company. 

Six himself is a colorful person. 
He mixes with show business per- 
sonalities, and claims to be the first 
airline president to have flown at 
twice the speed of sound. When 
Colorado celebrated the centennial 
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of the gold rush two years ago, he 
organized the Six Guns, a team of 
CAL executives who were also fast 
draw experts. 

Business philosophy. But the ap- 
plications of this showmanship to 
Continental reflects good business 
sense. As one official of the line says: 
“Basically your planes are the same, 
the flight times are the same, the 
fares are the same—all you have to 
sell is service.” The gold coveralls 
on the safety men who wave the 
plane into position, the extra-wide 
gangplank stairs, the champagne 
and French pastry all help to give 
the small line an individual identity. 
(Conair has a bulging file of letters 
testifying to the fact that many cus- 
tomers pick the line for coach flights 
because it will sell them liquor while 
competitive lines won't.) 

Double benefit. Actually, a lot of 
the Conair’s extra service for pas- 
sengers also brings cost savings. The 
procedure in meeting an arriving jet, 
for instance, gets first-class passen- 
gers off the plane and walking down 
the gold carpet in less than a minute. 
In addition, the plane is ready to 
take off again sooner, which adds 
up to more revenue-producing in- 
the-air minutes. One example of this 
ground crew efficiency: One jet this 
summer left Houston 1 hr. 7 min. 
late, but picked up enough time on 
its three intermediate stops to arrive 
in Los Angeles 6 min. ahead of 
schedule. 

One of the line’s “extras” is its 
Director of Passenger Services—a 
special employee on every jet flight 
who collects or writes tickets during 
flight. (Passengers holding reserva- 
tions don’t have to buy their tickets 
ahead of time.) On the plane’s own 
radio telephone, the DPS reserves 
autos and hotel rooms for passen- 
gers, gets information on gates and 
schedule changes of connecting 
flights. If the plane can’t make its 
scheduled destination, he has au- 
thority to arrange and pay for food, 
lodging, and transportation for the 
passengers wherever the flight sets 
down, without additional approvals. 
Actually, the DPS saves Conair 
money—his pay is less than that of 
the airport ticket agents who would 
have to be on hand to check in pas- 
sengers. 

Spiashy ads. Conair is lavish in its 
advertising, too, both to put it in 
the big airline league and to put 
across the luxury-service image. The 
$2.35-million the line spent on adver- 
tising last year ranks Continental 
seventh in such expenditures, ahead 
of the bigger Capital, Braniff, Na- 
tional, and Western. In the city of 
Chicago, Continental outspends its 
three rivals. The ad money goes for 





big splashy layouts with lots of gold 
ink; the line was the first to use— 
and still depends heavily on—two- 
page four-color newspaper spreads. 


Ill. Advantage of smaliness 


Besides finding ways to get around 
its smallness, Continental at times 
manages to turn it to good advan- 
tage. Theoretically, a smaller com- 
pany is more flexible than its bigger 
competitors, can react more quickly 
to changing situations. At Conair, the 
theory is fact; one example: When 
passenger traffic this summer didn’t 
come up to expectations, officials de- 
cided to cut back the schedule. That 
decision was made on July 20; the 
new schedule, with an 8% reduction 
in seat miles, was filed with the Civil 
Aeronautics Board within a week, 
went into effect Aug. 6. 

Camaraderie. Conair also seems to 
profit from the personal, club-like 
feeling impossible in a larger airline. 
All stewardesses, for instance, are 
interviewed by the vice-president of 
customer services before they are 
hired. Lawrence is fond of mention- 
ing “3,000 dedicated people working 
for this airline.” 

Largely because of this spirit, the 
jet-liner shot up in the Texas hijack- 
ing attempt last month was ready to 
fly back to the repair hangar in Los 
Angeles 27 hr. after the incident, and 
back in regular service in three days. 

Continental makes a good bit, too, 
of its “cockpit discipline’—the set 
procedures and decisions the crews 
make. Often “smart flying” can shave 
time on a particular route—can cut, 
say, 12 min. off the Los Angeles- 
Denver run. The 12 min. saved 
means a saving of about $50 in fuel 
costs. 

How does Conair keep its crews 
on their toes? “First of all,” says Don 
Wilson, vice-president in charge of 
flight operations, “we're still a small 
enough airline so that we have per- 
sonal contact with the flight crew.” 
(One advantage of this contact is 
that CAL can spot trouble spots 
early; the line decided when jets 
were added to the fleet that all three 
men in their cockpit should be pilots, 
thus avoiding the later trouble with 
the flight engineers.) Wilson realizes, 
though, that as the line—and the 
number of employees—grows, “we'll 
lose some of the facility we have in 
dealing with the pilots.” 

Growth plans. Nonetheless, the 
line will grow. Just this summer, Six 
was saying that Continental had no 
intentions of expanding east of Chi- 
cago. Now the line has applied for 
the Chicago-Cleveland-New York. 
Cleveland-Philadelphia, and De- 
troit-Philadelphia runs (routes the 
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Joseph A. Consigli, Manager of Sales Service, 
Johns-Manville Corporation 
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CAB has opened for bids because 
the Capital linkup with United has 
eliminated effective competition). 
Conair also has high hopes of get- 
ting authorization a the Houston- 
Dallas and San Antonio-Dallas runs 
and at the same time getting rid of 
a parcel of unprofitable cities it 
picked up in its 1955 merger with 
Pioneer Airlines. The estimate is that 
losing the small cities will add about 
$600,000 to the line’s operating 
profit. 

Need for trunks. For the present, 
Conair sees itself surviving as a re- 
gional trunk line. Even if it gets the 
east-of-Chicago routes, they will be 
essentially regional service in the 
northeastern quadrant of the coun- 
try. The Atlantic-Pacific nonstop 
business, it is content to leave to 
the bigger trunk lines now in the 
field. 

Management reasoning runs like 
this: The airline business benefits 
from competition; there’s no need 


for more carriers on the coast-to- - 


coast hauls. therefore there’s a need 
for strong regional trunks to provide 
this competition. An intimate knowl- 
edge of the area the regional lines 
serve, says Lawrence, gives them a 
distinct advantage in competing 
wrth the nationwide lines. 

Besides, Conair will insist, the 
smaller lines are more likely to ex- 
periment with new ideas. Continen- 
tal takes the credit for introducing 
the luxury coach, for being early 
with radar-equipped planes, for 


starting the continuous maintenance 
technique (which it still thinks other 
airlines will eventually adopt). And 
Six and Lawrence are determined 
that CAL will continue to come un 
with jazzy and/or cost-saving inno- 
vations. 





President of Conair is Robert F. Six, 
who shows flair for showmanship. 
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Too many empty seats—thot’s the problem of 
‘Mortia Haske, owner of the Syracuse Chiefs bose 
boll club. He muy bose his franchise to Miami 
It's @ sign of tomes everywhere os 


Spectator Sports Lose Out 





In 1955, chronically empty seats 
(above) forced owner Martin Haske to 
sell his Syracuse Chiefs franchise in 
baseball’s International League. 


In 1961, the Chiefs, reborn with 1,000 
local stockholders, drew well under 
skilled, aggressive direction of Don 
Labbruzzo, despite last-place finish. 


ENTERTAINMENT 


The community backs Its team 










The enthusiasm generated by wide local ownership 
of the Syracuse Chiefs brings Triple A baseball 
back to a city where it seemed doomed by turnstile anemia 


Six years ago, when Business Week 
printed a story titled “Spectator 
Sports Lose Out,” minor league 
baseball seemed very near death 
[BWM Oct.15’55,p136]. Not long after 
Martin Haske, owner of the Syracuse 
Chiefs, posed symbolically in his 
empty stadium (picture, left), he 
threw in the sponge and sold his 
International League franchise to 
Miami. 

This summer, the Chiefs were 
alive again, back in the Triple A In- 
ternational League, and showing a 
modest profit. In the picture at the 
right, Don Labbruzzo, the new gen- 
eral manager, contentedly surveys 
one of the healthy crowds the team 
drew during the just completed sea- 
son—despite a last-place finish. 

The old Chiefs had been one 
more spectator-sport victim of the 
changed pattern of U.S. living, with 
consumers flocking to the workshop, 
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the garden, bowling, and hunting. 
Minor league baseball, along with 
hockey, basketball, and boxing, took 
a dreadful beating; to a consider- 
able extent they are still taking it. 
Even major league baseball felt the 
pinch for a while to a lesser degree, 
and only professional football has 
inexplicably managed to reverse the 
stay-at-home trend completely. 

Second failure. For a long time 
after the Chiefs’ franchise was sold, 
it looked as if Syracuse would have 
to accept life without baseball, 
though the city was locally touted 
as “a good sports town” and it had 
been a bellwether of the high mi- 
nors. Soon after Haske sold out, the 
city had a year-and-a-half try with a 
club in the lower-ranking Eastern 
League. But that club folded in mid- 
season amid the moans of creditors 
and holders of season tickets. 

The clouds were still black last 











































winter when Don Labbruzzo, who 
had handled publicity for the old 
Chiefs, came back to town with a 
very active bee in his bonnet. He 
was convinced that a widely held 
community ball team could make 
money, unlike one that was indi- 
vidually owned. 

Labbruzo had been introduced to 
community-owned baseball at Co- 
lumbus, where he went as assistant 
general manager after he left Syra- 
cuse. Then he took over a somewhat 
moribund community-owned club in 
Buffalo. As general manager of the 
Bisons, his vigorous promotion and 
shrewd deals quickly restored finan- 
cial order. 

Last winter, when Labbruzzo 
came back to Syracuse, he was 
wholly sold on the efficacy of com- 
munity ownership—but no one else 
in town seemed to agree. First he 
tried to interest the Chamber of 
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Commerce, but met a very tepid 
reception. Plenty of the Chamber 
members were still aching from the 
financial buffeting of earlier baseball 
ventures, and they thought one more 
failure would give the city a perma- 
nent black eye. 

Mayor helps. Undiscouraged, Lab- 
bruzzo went to sports-minded Mayor 
Anthony Henninger. Henninger was 
convinced, and rallied together a few 
loyal friends in the business com- 
munity. Labbruzzo was on his way; 
the Community Baseball Club of 
Central New York, Inc., was formed, 
with realtor Donald Potter as the 
tireless chairman of the board. 

The going was still rough, but the 
handful of pioneers finally cajoled 
or dragooned something like 1,000 
often reluctant citizens to buy up 
the 4,000 shares of $10 stock. With 
that capital, Labbruzzo went to 
work. For $50,000—only $5,000 in 
cash—he picked up the Montreal 
franchise in the International 
League, cut loose by the parent Los 
Angeles Dodgers. (This year’s prof- 
its are expected to permit paying off 
another $5,000.) He also got the con- 
tracts of nine players. 

Right at the start another dif- 
ficulty cropped up. Local suppliers, 
burnt by the earlier baseball ven- 
tures, refused credit. That roadblock 
was leveled when Frank Barry, 
parking lot owner and oil executive, 
personally guaranteed any debts the 
club incurred for its first six weeks. 

Next step was to lease the 8,500- 
seat municipal stadium on a rela- 
tively painless sliding rental, that 
calls for 4% of gross receipts be- 
tween a minimum annual payment 
of $3,500 and a maximum of $8,000. 
This year the Chiefs grossed 
$324,000 and cheerfully paid the 
maximum. 

Aid from majors. Another long leg 
up for Labbruzzo came from the 
Players Development Fund, set up 
by the major leagues to help offset 
the losses suffered by the minors 
from the televising of big league 
games. Under the complex PDF 
formula, the Chiefs were assured of 
$20,000 this year, with indeterminate 
amounts in the future. 

As part of this deal, Syracuse be- 
came a farm club of the Minnesota 
Twins in the American League, who 
provided the club with some players. 
Of course, the Twins can always 
snatch back their farm hands; indeed, 
they all but wrecked the Chiefs this 
summer by recalling several stars. 
But for each Syracuse player whose 
contract belongs to the Twins, the 
Minnesota club must pay all salary 
above $900 a year. As a special con- 
cession just for this year, the Twins 
also agreed to reimburse the Chiefs 
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Communications versatility at your fingertips 


With Teletype Model 28 printers your messages 
and data can be sent quickly and economically to 
any destination, near or far. But this is only part 
of the story—these printers offer an array of op- 
tional features that can multiply the usefulness and 
versatility of your communications system, save 
you important time and effort. Here are examples: 


e Pin-feed platen for controlling multi-copy busi- 
ness forms. 


e Choice of platen widths to accommodate almost 
any size form or message paper. 


e Vertical as well as horizontal tabulators. 
e Automatic form feed-out—spaces out completed 


form with one key stroke, brings next form to 
starting position. 

e Variety of type styles and sizes. 

e Parallel-wire arrangement for business machine 
print-out. 

e Built-in sequence selector for controlling remote 
equipment. 

e Adaptable for DATA-PHONE and telegraphic 
communications services. 

Teletype equipment is manufactured for the Bell 
System and others who require the utmost re- 
liability from their data communications systems. 
For further information write to Teletype Corpora- 
tion, Dept 14J, 5555 Touhy Avenue, Skokie, Illinois, 
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No Matter What Common 
Carrier Transportation 
You Purchase, It Can 
Cost You Less Io 

stribute Your Shipments 
Central Motor Lines 


CLEVELAND NEW YORK 
* | Peatlase).) 

My PHILADELPHIA 
@ sartimore 





WINSTON-SALEM @ HS @ GREENS @ OURHAM. RALEIGH 
GREENSBORO 


Central’s Affirmative Rate Policy is historic in the trans- 
portation industry. We have maintained (and fought for) a 
non-discriminatory policy of rate-making which distributes 
necessary and required increases in the cost of transporta- 


tion fairly among all shippers. 


CENTRAL MOTOR LINES, INC. 
General Offices: Charlotte 1,N.C. 
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for three players the Syracuse Club: 


bought independently, and to pay 
the above-$900 part of their salaries. 
The contracts of the three became 
the property of the Twins, who 
called up two of the players—Pitcher 
Al Schroll and infielder Ted Lepcio 
—in mid-season. The Minnesota club 
also paid the spring training costs 
of the Chiefs. 

Thus, for this year, Labbruzzo had 
a rather modest payroll to meet. 
Later, it will get much stiffer, espe- 
cially if he succeeds in developing 
some hot players of his own. But this 
could be balanced by potential sales 
of these players to the majors. 

On the field, the Chiefs did 
nothing sensational this year, finish- 
ing last with a team weakened by the 
drafting by the Twins, which was 
only partly canceled out by players 
lent by other major league chains to 
the Chiefs. One of these, the Yankees’ 
Frank Leja, turned out to be a lead- 
ing International League homerun 
hitter who helped keep the turnstile 
spinning. 

Ballyhoo. That spinning was given 
lots of other zip by Labbruzzo’s en- 
ergetic promotions. He's a_ great 
believer in special “nights” and other 
razzle-dazzle. On Pony Night, when 
the club was giving away a bicycle, 
toys, and the small nag, telephone 
salesmen dialed so zestfully that they 
sold 16,000 tickets to the 8,500-seat 
park. This meant bedlam, and the 
roping off of a big hunk of outfield 
for standees, but the night grossed 
a useful $13,000—enough money to 
make the numerous stockholders for- 
get quite a few ground-rule two base 
hits on popflies. 

Attendance for the whole season 
reached a gratifying 127,000 paid, to 
which could be added about 18,000 
non-paying Little Leaguers and 
others with passes. Paid admissions 
in the fatal year of 1955 had been 
only 85,000. 

Right now, the Chiefs’ directors 
are beaming at their $5,000 profit for 
the year, and wondering whether it 
wont be possible to pay a small divi- 
dend when they meet Oct. 26. What's 
more, business leaders figure that 
the existence of the new Chiefs has 
brought about $500,000 in new busi- 
ness to Syracuse. A market study 
has shown that the club drew fans 
from as far as 100 miles away. 

All this is made possible, says 
Labbruzzo, because of community 
pride in the ball club it owns. He 
calls his stockholders “the club's 
1,000 salesmen.” The general man- 
ager also drummed up a lot of sym- 
pathy for his last-place outfit by 
denouncing the way the “vultures of 
the majors” snatched players away 
from “our” team. End 
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to perpetuate your business and provide for your family too 


IN A CLOSE CORPORATION, for example, preserving the value 
of your business interest is no one-man operation. You need a well- 
coordinated team of experts to help you through the rough waters of 
financial planning. An A®tna Life Close Corporation Business In- 
surance Plan may well offer the solution. It can assure the surviving 
stockholders unhampered management control of the firm—and at the 
same time provide cash for your family’s future security. 


| However, to develop a plan like this you need a team of experts— 
CCX a your attorney, accountant, trust officer and your AXtna Life repre- 
| nae : sentative backed by our unique Business Planning Department. 


Here is teamwork that pays! Ask your A°tna Life representative 
to put it to work for you. 


ABZ INA LIFE comeany ~ in Cay and Surety Compa 


Hartford 15, Connecticut The Excelsior Life, Canada 








Cadillac ride featuring models of the 1910 Cadillac is one of amusement park’s 
most popular attractions. Winding, dipping course recalls roads of bygone era. 


Beach umbrella stand and gift shop are run by two other enterprising members 
of the Roose family, son Bill above clad in working togs, and Mrs. Roose. 
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Midwest 
resort 


revives 


Ohio’s Cedar Point shows 
how imaginative management 
is making playlands pay off 


During the first three decades of this 
century Cedar Point, Ohio, was one 
of the most popular resorts in the 
Midwest. Millions of Americans vis- 
ited the playland, nestled on a pen- 
insula projecting seven miles into 
Lake Erie; it represented the last 
word in vacation-time facilities. 

Starting in the 1930s, however, the 
resort underwent a steady decline, 
until just a few years ago it seemed 
to be headed toward possible bank- 
ruptcy. 

This year, Cedar Point is enjoying 
a spectacular renaissance credited 
to a combination of new capital, 
shrewd management, and imagina- 
tive promotion. The 400-acre play- 
land will set a new all-time attend- 
ance mark of over 1.5-million by the 
end of this month and will turn in a 
record gross of $3.5-million. 

Not alone. Cedar Point is not 
alone in its new lease on life. All 
across the country, resorts and 
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amusement parks that had been lag- 
ging in attendance are reporting 
new popularity and bigger profits. 
New York’s Freedomland, which 
lost money last year, expects to 
break even this year and show a 
profit of $2.5-million in 1962. Pleas- 
ure Island near Boston, reorganized 
last year, reports a 10% rise in at- 
tendance this year and a 100% rise 
in profits. 

A major new amusement park 
opened in Dallas this year, Six Flags 
Over Texas, says attendance has ex- 
ceeded expectations. At Marineland 
of the Pacific near Los Angeles, total 
gross income is more than double 
its 1957 figure. And Disneyland con- 
tinues to set the pace in income and 
attendance. Five-million visitors are 
expected this year. 

As Cedar Point’s comeback indi- 
cates, these success stories are 
mainly the result of some imagina- 
tive thinking by resort and amuse- 
ment park operators about the in- 
tricacies of their business. 


|. View from above 


The man behind Cedar Point’s re- 
surgence is surprisingly enough a 
soft-spoken Toledo bond dealer in 
his sixties without any previous ex- 
perience in the resort business. 
George A. Roose (picture), president 
of Roose & Co., dealers in municipal 
bonds, is also president of Cedar 
Point, Inc., a company he and a 
handful of astute businessmen or- 
ganized to take over and revitalize 
the declining resort. 

Roose’s unusual involvement in 
Cedar Point stems from a couple of 
coincidences. The first was an inter- 
est in real estate as a business side- 
line. The second was Roose’s habit 
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George Roose (right), president of Cedar Point, and manager E. R. “‘Doc’’ Lemmon beam at midway they brought to life 
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Small-boat marina, one of Roose’s first additions to Cedar Point, has been a key 
to the resort’s huge growth. It has accommodated as many as 1,200 boats. 
























Public beach attracts thousands of bathers. It is said to be one of the finest fresh 
water beaches in the world, with miles of pure sand sloping gently into Lake Erie. 
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of commuting between Toledo and 
Cleveland via his own plane. 

“Down through the years,” he says, 
“I had flown over Cedar Point 1,500 
times or more, and I began to envi- 
sion it as a choice piece of land that 
would make a perfect place for a 
residential development.” 

Glorious past. When Roose’s 
cockpit view of Cedar Point first 
began to intrigue him in 1956, the 
resort near Sandusky was only a 
shadow of its former self. Purchased 
in 1897 by the master showman 
G. A. Boeckling, the area was to be- 
come famous throughout the country 
as the result of his energy and pro- 
motional genius. Boeckling built the 
ornate 1,000-room Breaker Hotel, a 
huge theater, and one of the coun- 
try’s largest ballrooms. 

Until Boeckling’s death in 1931, 
Cedar Point remained a top money- 
maker. But after 1931, it began a 
slow decline for lack of farsighted 
aggressive direction and failure to 
keep the facilities in top-notch con- 
dition. 

Roadblock. Roose’s plans to con- 
vert Cedar Point into an exclusive 
residential! development ran _ into 
trouble from the start. When he and 
Emile Legros, a Cleveland invest- 
ment banker, began negotiating with 
Boeckling’s heirs and trustees under 
his will for a controlling interest in 
the resort, there was a storm of 
public protest. To save the area for 
public use, the Ohio legislature even 
began talking about turning it into a 
state park. 

Meanwhile, fearing that the gen- 
eral furor might scotch the deal, 
Roose and Legros took another look 
at the resort business and decided 
they could make a go of it. They 
promised to preserve the public 
beach and amusement area. 

In February, 1957, they acquired 
controlling interest in Cedar Point 
for $313,000. This was considered a 
reasonable sum at the time, but just 
two years later the Cleveland Real 
Estate Board appraised the Cedar 
Point holdings at $6.6-million. 


ll. Face-lifting program 


When Roose and his associates ac- 
quired Cedar Point, it was under 
lease to another operator. So during 
the entire 1958 season, Roose stayed 
at the resort studying every aspect of 
its operation, and planning and initi- 
ating work on needed changes. 

“After the 1958 season,” says 
Roose, “we felt that the place was so 
run down that it would have to have 
a major face-lifting—and fast—if it 
were to be saved.” 

In January, 1959, Roose’s company 
took over active contro] of Cedar 
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Point. One of the first moves was to 
approach Cleveland Trust Co. for a 
$1-million loan. At first the bank 
balked at lending that much money 
for a declining amusement-resort 
operation run by men totally unfa- 
miliar with the field. But after four 
months of talks, it finally agreed. 

Elbow grease. The company then 
set to work. In 1959, its first year of 
operation, it poured $1.2-million in- 
to a major face-lifting program—in- 
cluding partial refurnishing of the 
Breaker Hotel, a spanking new 
marina, new midway attractions, and 
completion of a new $600,000 cause- 
way that opened in 1957. 

The causeway has been a real 
boon to the resort’s continued 
growth. It replaced a narrow bottle- 
neck road that made car travel to 
the resort slow and hectic. It is op- 
erated as a private toll road, with 
the 50¢-per-car charge going to 
amortize the cost. 

Of all the improvements begun 
that first year, Roose is probably 
proudest of the small boat marina. 
With dock space for 800 to 1,200 
boats, the $700,000 marina is one of 
the finest on Lake Erie. 

In 1960, the company went back 
to Cleveland Trust, armed with a 
comprehensive — technical-economic 
analysis of Cedar Point and its po- 
tentials by Marco Engineering Co., 
Inc., of Los Angeles. It asked for 
and got another $900,000 loan. 

The Marco consultants outlined a 
long-range improvement program, 
which Roose’s company accepted. 
Last year Cedar Point received a 
sparkling new midway half a mile 
long, new midway attractions, and 
best of all, a $200,000 river boat ride 
through the natural lagoon area on 
the point. 

Meanwhile, as word of the face- 
lifting has spread, attendance has 
been shooting up—from 977,000 in 
1959, to 1.2-million in 1960 and 
more than 1.5-million this season— 
with a gross income of $3.5-million. 

Looking ahead. Roose and his as- 
sociates are looking ahead. Last 
February they hired as their general 
manager one of the top men in the 
business, E.R. “Doc” Lemmon, 
former director of operations of Dis- 
neyland. The Breakers Hotel is being 
converted into a modern resort hotel 
with all conveniences from air con- 
ditioning to TV. And already on 
order are a ski lift to carry pas- 
sengers along the midway, and a 
massive new skywheel. 

Roose himself hopes now to spend 
more time back in Toledo. “This job 
at the park has been fascinating,” he 
says. “But after all those years in 
the bond business, I just hate to get 
my hand out of it.” End 


AMERICA ON ITS KNEES: 


& w @ not beaten there by 






RESPONSIBLY, CONFIDENTLY, POWERFULLY 


& win the battle for peace. We need fear 























ON INDEPENDENCE DAY in the year 
1952, when our country was in grave 
danger, I published a prayer entitled, 


“America On Jts Knees’. 


Five years later, Christmas, 1957, 
as our country faced greater peril, I 
reprinted this prayer. 

Now, in the Fall of 1961, when all 
mankind stands in the presence of 
an awesome enemy, | am once again 
publishing the prayer to give free men 
new courage. 


* * * 


‘ 


Within 24 hours after July 4th, 1952, 
when “America On Jts Knees’’ first 
appeared, thousands upon thousands 
of letters came to my desk — 27,000 
in one day! Letters from nearly every 
country in the world, from each state 
of our union, from all walks of life, 
affirmed the fact that the final vic- 
tory in the battle for peace will rest 
with God. 

It is this consensus of faith from 
the heart of America which, when 
translated into national unity, gives 
us the strength of David. 

With the sanctity gained from 
prayer, and the sanity from total pre- 
paredness, we will, like the shepherd 
boy, confront the enemy, armed with 
the weapon of faith. We will build a 
New Frontier of Peace. 

Be not afraid. 


CONRAD N. HILTON 


Reprints of the pictorial message on the right 
may be obtained by writing to me at 9990 
Santa Monica Blvd., Beverly Hills, California 
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Retreat on 
shorter hours 


Stiff opposition from management is one of prime reasons why 
most labor leaders are dropping their 
demands for cut in work week with no reduction in pay 


You will still hear about the shorter 
work week as a union bargaining de- 
mand, but for now it is dead as a 
practical issue. 

Labor theorists still urge reduced 
hours with no cut in weekly pay as 
a panacea for unemployment and 
the problems of automation. But 
labor pragmatists recognize that 
unions can't win on this now. Their 
advice to shelve the issue has been 
taken. 

This is a sharp reversal of labor’s 
determination earlier to make the 
shorter work week a fighting demand 
this year and on into the 1960s 
[Bil May6’61,p90]. 

Why the retreat? There are a 
number of reasons for the change: 

* Perhaps most important, em- 
ployers concerned about high-rising 
labor costs made clear this year that 
any demand for a cut in hours with- 
out a corresponding cut in pay 
would be a fighting issue. Labor’s 
soundings have so far found no vul- 
nerable point in employer ranks on 
this issue. 

# Although unemployment _re- 
mains high, and a problem, it is not 
so critical as it was early this year; 
improving conditions have taken 
some of the urgency out of the 
shorter work week demand. 

« The Kennedy Administration is 
clearly on record against union ef- 
forts to cut the work week. Pres. 
Kennedy expressed his personal op- 
position to such a campaign when he 
said: “I am hopeful that we can 
have employment high five days a 
week, and 40 hours, which is tradi- 
tional in this country, and which is 
necessary if we are going to con- 
tinue economic growth . . . I would 
be opposed to any arbitrary reduc- 
tion of the work week.” Unions 
aren’t willing to undertake any big 
fight today with the President on 
the other side. 
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So, after considerable talk and 
some maneuvering, the campaign for 
the shorter work week has been 
dropped—or at least delayed. 

‘Unobtainable.’ Two major meat- 
packing unions conceded this a week 
ago. They dropped formal demands 
for a cut in the work week when 
negotiations in their industry got 
down to brass tacks. 

“Under present circumstances, a 
shorter work week is unobtainable,” 
announced Russell E. Dresser (pic- 
ture), a vice-president of the Amal- 
gamated Meat Cutters & Butcher 
Workmen and director of its Pack- 
inghouse Div. Speaking with un- 
usual frankness for a labor leader 
involved in the clinching stage of 
contract talks, Dresser said that the 
shorter work week couldn’t be won 
and had been dropped as a demand. 

Ralph Helstein, president of the 
United Packinghouse, Food & Allied 
Workers, refused to be quoted that 
bluntly. He clung to a position that 
he had been holding for six months. 
Reduced hours would be the best 
possible way to relieve widespread 
technological displacements of work- 
ers, he said, not only for the meat- 
packing industry but for the country 
as a whole. 

But it was no secret in Chicago 
last week that UPW very quietly 
had put aside its “prime demand” 
for a shorter work week and was 
pressing for other, more realistic de- 
mands [BIN Sep.16’61,p99]. 

The Detroit story. Much the same 
thing has happened in other nego- 
tiations this year—earlier in the 
nonferrous industry, particularly in 
Mine, Mill & Smelter Workers con- 
tract talks, and most recently in 
Detroit. Although the shorter work 
week was talked about militantly as 
an issue, nobody really showed any 
willingness to fight for it. 

In April, a “progressive” wing of 



















Russell Dresser, of Amalgamated Meat 
Cutters, said union dropped demand 
for shorter hours that couldn’t be won. 


the United Auto Workers demanded 
that UAW press this year for 30 
hours’ work at 40 hours’ pay. Walter 
P. Reuther, president of the auto 
union, successfully blocked the 
group's pressures at a special bar- 
gaining convention in April. He 
conceded that a shorter work week 
appears inevitable “if we are going 
to meet problems of automation and 
unemployment,” but he would not 
commit UAW to a difficult fight for 
reduced hours this year. 

Nevertheless, he told delegates, 
his recommended flexible program 
of “bold new concepts” in bargain- 
ing would certainly permit the in- 
troduction of demands for a shorter 
work week, in the interests of more 
job security for auto workers. 

Perhaps a demand for reduced 
hours did come up in the broad pre- 
liminary discussions with General 
Motors Corp. and other auto manu- 
facturers. One negotiator commented 
a few days ago that “everything was 
discussed, including the outlook for 
the Detroit Tigers.” But UAW did 
not make it an issue. 

Local concurrence. The hotbed of 
“progressive” action in UAW long 
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A report to management from Douglas Fir Plywood Association 


HOW INDUSTRY CUTS COSTS WITI 


Here are five examples of how profit-minded management is using fir plywood to improve 
products, speed construction, streamline handling, cut maintenance and operating costs. 


From plywood research, a new 
tough-surfaced colorfast panel 


Acrylic overlaid fir plywood, newest 
product of research in plywood surface 
treatments, is standard Exterior fir ply- 
wood, to which a resin-impregnated, 
pigmented fiber overlay is heat and 
pressure bonded in the factory. We 
bring it to the attention of executives 
and designers interested in matching 
problems with properties. The new 
product has a tough, smooth, colorfast 
finish, almost impervious to weather, 
resistant to industrial chemicals and 
fumes, and practically maintenance- 
free. It has, also, the advantages tradi- 
tionally associated with fir plywood— 
strength, impact resistance, economy 
and large size. It is so far available in 
four colors: red, white, green and blue. 


One obvious application is as siding, 
on homes as well as on large buildings 
like the new Portland (Oregon) Coli- 
seum, pictured below. Acrylic plywood 
mae «was specified for 

the 22-ft.-high fas- 

cia that crowns 

the structure with 

a decisive strip of 

gleaming white. 

The panels need- 

ed no.paint and 


were easily, quick- 
ly applied. The 
only maintenance 
required is an oc- 
casional wash job 
by the window- 
washing crew. 


Willamina 
To The Coast 


Another logical, 

growing use for 

acrylic overlaid 

plywood is for highway signing. High- 
way engineers call it the most nearly 
ideal sign material yet: stronger than 
steel, lower cost than aluminum, it is 
prefinished and permits direct applica- 
tion of reflective sheeting. 


The coupon at right will bring you com- 
plete information. 


Stout plywood floors support 
giant electronic computers 


The increasing use of heavy electronic 
machines poses the problem of how to 
build floors strong enough to bear ex- 
tremely heavy loads, while still provid- 
ing access to under-floor areas for ad- 
justments to wiring and air condition- 
ing. Above, a special plywood floor sys- 
tem devised to meet this need is seen, 
as installed at a leading West Coast 
university's data processing center. 
Removable, 2x4-ft. panels of 14%-in. 
thick fir plywood are laid over steel 


supports. Another system, installed by 
Hughes Aircraft, has 4 x 4-ft. stressed 
skin plywood panels. Besides offering 
strength and adaptability, plywood 
floor systems are economical, in both 
original cost and upkeep. 


Plywood and an unusual shape cut 
warehouse construction costs 


An A-frame design and plywood con- 
struction added up to remarkable sav- 
ings for Holly Sugar Corporation’s new 
warehouse in Tracy, Calif. The triangu- 
lar shape, dictated by the fact that dried 
sugar beet pulp settles at a 42-degree 
angle, will permit stacking almost to 
the level of the conveyor under the 
ridgeline. The fir plywood sheathing for 
the walls (which are also the roof) was 
specified for its superior diaphragm 
strength as well as economy. Cost of the 
140-ft. by 180-ft. warehouse was con- 
siderably less than what a steel build- 
ing would have cost. Cleanliness and 
upkeep costs were additional considera- 
tions in the choice of Exterior plywood. 
It has a smooth crack-free surface, is 
unaffected by humidity, and will need 
no maintenance for years to come. 


DFPA 


+ 





DFPA QUALITY GRADE-TRADEMARKED* 


‘PLYWOOD 


“ “ . 
‘DEP. 
4 TESTED ; 
SCUALITY,2 
Sem?” 


* The DFPA grade-trademark on 
plywood is your assurance of 
quality and value. It identifies 
plywood made under the rigid 
Douglas Fir Plywood Association 
quality control program. Be sure 
it is on every panel you buy 


Sears finds rugged fir plywood 
pallets a long-term bargain 


Plywood pallets’ remarkably low mor- 
tality rate was a decisive factor in a 
new in-store warehousing system re- 
cently installed by Sears, Roebuck & 
Co. A test of 2,500 fir plywood pallets in 
Sears’ El Monte, Calif. store ended with 
only a dozen needing any repair after 
2% years. Sears then added 1,000 more 
in other Pacific Coast stores. The Dura- 
Block® bolted plywood pallets, de- 
signed by Carroll Box & Pallet Co. of 
Los Angeles, are strong enough for de- 
manding warehousing chores, yet light 
enough (25 lbs.) for reserve stock 
handling. Since they serve both pur- 
poses, they eliminate several handling 
steps and cut labor costs sharply. Other 
reasons for Sears’ satisfaction: ply- 
wood’s snag-free surface, and the sta- 
bility and rigidity of the plywood plat- 
form which permits higher stacking. 


Fir plywood lining gives new life 
to old boxcars for Wabash 

For the Wabash Railroad, plywood 
more than paid its way last year in car 
modernization. Fir plywood was used 
to rejuvenate 200 cars with broken lin- 


ROUTE TO: 
engineering 
production 
sales. 
purchasing. 
maintenance 
construction 








ing at the line’s Decatur, Ill. yards. 
Sheets of 14,” plywood were simply ap- 
plied directly over the old boards. 
Labor and materials came to only $50- 
$75 per car, about half the cost of re- 
lining with boards. The upgraded cars 
were so well received by shippers that 
the program is being expanded. 


For more information on fir plywood 
—its advantages and applications—or for 
further details on the uses in these case 
histories, send in the coupon below. 





To: W. E. Difford, Executive Vice President 
Douglas Fir Plywood Association 
Tacoma 2, Washington 


Please send me more information on: 
(CD Acrylic overlaid plywood 

CD Plywood sheathing 

(0 Computer floor systems [7]. 


C0 Highway signs 
(CO Plywood pallets 


Name 











Address 





City. 














2,005 different manufacturing plants 
find trained help in Baltimore 


WIDELY VARIED SKILLS distinguish the people who work in 
and around Baltimore. With more than 80% of recognized U.S. 
industrial classifications represented in the area, trained labor is 
available to help you turn out anything from chemicals to clothing, 
from canned beans to machines. Plenty of labor, too, for your new 
plant . . . Maryland’s population, concentrated here, is growing at 
twice the national rate. Labor-management relations are, and have 
been, exceptionally tranquil. And Baltimore has much more to offer... 


HALF-NATION MARKET: Half 
the buying population of the U.S. is 
within 48 hours bulk-delivery time. Rich 
local markets, Baltimore plus Washing- 
ton, adjoin those of the Northeast, 
South and Midwest. 


PORT AND TRANSPORT: The 
No. 2 U.S. port in foreign tonnage, Balti- 
more also ships via 3 trunkline railroads, 
175 interstate truck lines, 12 airlines. 
New expressways and beltways abound; 
more are abuilding. 


CLIMATE FOR PROFIT: Tax 
rates and exemptions are favorable for 
manufacturing. So are labor rates. Sites 
and buildings cost less than in many 
comparable areas. Ample financing is 
available. 


GOOD-LIVING EXTRAS: Balti- 
more is internationally renowned for its 
medical and educational institutions. 
Enjoy Chesapeake Bay water sports, 
big-league baseball and football, con- 
genial climate. 


For confidential plant site facts and figures, contact Robert J. George, 
The Baltimore Gas and Electric Company, Baltimore 3, Maryland 


Give your business the competitive advantages of 


BALTIMORE 
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has been in the Ford Motor Co.’s 
Local 600. But it appears almost 
certain that the union’s negotiators 
will go along with the dropping— 
or deferral—of shorter work week 
demands in the auto industry. They 
have considerable to gain merely 
from winning for Ford workers the 
terms of the GM-UAW contract. 

This is equally true of UAW’s 
negotiators in the farm equipment 
manufacturing industry. They were 
prepared, earlier, to go after a 
shorter work week to relieve high 
unemployment in the _ industry's 
plants. Now there is less jobless- 
ness, and UAW’s negotiators are 
pressing International Harvester Co. 
and others in the industry for “GM 
pattern” settlements. There’s no se- 
rious talk about a shorter week. 

What about steel? If the cam- 
paign for reduced hours is to be re- 
vived in the early 1960s, the United 
Steelworkers will be the union that 
must attempt to give it new life. 
USW, led by David J. McDonald, 
will lead a new round of wage bar- 
gaining when its contracts expire. 

The Steelworkers’ membership 
has been hard hit by technological 
developments in the industry. Al- 
though steel employment has been 
rising, many USW members once 
employed in mills will never go 
back—unless steel needs rise spec- 
tacularly or automated steelmaking 
is offset by shorter weeks or other 
spread-the-work devices. 

Steel union spokesmen have ar- 
gued, for years, that the work week 
should be cut through collective 
bargaining. The issue has been on 
the bargaining table, rejected out- 
right by employers, and _ subse- 
quently traded away by the union. 
USW leaders are talking—again— 
of forcing negotiations “seriously 
this time” on the shorter work week. 

Reminded of the Administration’s 
opposition to such a demand, one 
USW official countered by saying 
that “Goldberg [Labor Secy. Arthur 
J. Goldberg] used to be 100% for a 
shorter work week when he was 
with us—and he can’t back away 
from that now.” Goldberg formerly 
was general counsel for USW. 

The United Electrical Workers 
also is on record now—and strongly 
so—for a shorter work week fight. 
It reiterated this at its annual con- 
vention in New York a week ago. 

Nevertheless, it is doubtful that 
either USW or UE will make a se- 
rious fight for a cut in hours without 
a reduction in weekly wages in 1962 
if there is no important reinforce- 
ment of labor’s bargaining position 
before then. Given continued condi- 
tions as they are now, the issue will 
remain dormant. End 
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A|- Marlow Pumps in oil refinery application 
en 
e Marlows PUMP _ If you can’t shovel it, 
a0- « you can pump it with a Marlow! 
| everything! 2 
ng | Marlow Pumps are designed to serve the many activi- 
1er ties of modern industry in which transfer or re-circula- 
tion of liquids is required. For over a quarter century, 
ar- this division of the Bell & Gossett Company has devel- 
ek | oped and improved its line ot pumps, establishing a 
ive reputation in many fields for efficiency and durability. 
on For handling municipal and industrial wastes, for 
ut- construction work or any pumping operation where 
se- heavy liquids or sludges are involved, Marlow plunger 
om. and diaphragm pumps are noted for their outstanding 
— 4 performance. Where water, petroleum products, clean- 
sly ing solvents or other clear liquids are to be pumped, 
ak. Marlow self-primirig and straight centrifugal pumps 
r’sS are available in a wide range ot types and capacities. 
ne In the petroleum industry, for example, Marlow Pumps 
ng play an important part in both field operations and in 
ur distribution. 
“a Whatever your pumping needs you can handle them 
as efficiently and dependably with a Marlow Pump. 
ay 
' BEL & G 
y "]=\ BELL & GOSSETT 
rs IG Cc OMPAN Y 
ly | ® Dept. GU-30, Morton Grove, Illinois 
n- Division of Other plants at Chicago, Illinois « Midland Park, N. J. 
: Bell & Gossett Co. Longview, Texas « Gladstone, Michigan +« Broomfield, Colorado 
vat New York Office: 101 Park Ave., New York 17, N.Y. 
e- Canadian Licensee: S. A. Armstrong, Ltd., Toronto 16, Ont. 
A DIVERSIFIED LINE OF HIGHEST QUALITY PRODUCTS J 
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Electricity multiplied Howard’s output 
and did away with overtime 


Months ago, strained nerves, backlogs of paper 
work and costly overtime were common occurrences 
at The Howard Savings Institution, Newark, New 
Jersey. Today there’s a dramatic change. 

Now up-to-date use of electricity makes the 
bank’s computations automatic and fast. 
Guards the assets. Figures the payroll. 
Types the letters. Copies documents. 
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Offices, stores and plants in all 50 states are realiz- 
ing a decided jump in output, sales and profits by 
employing electricity in hundreds of new ways. 

It wraps packages, opens and closes doors, con- 
veys dry-cleaned garments up front to the service 
counter. It powers closed circuit TV for 

sales meetings, for schools. And speeds 
plant production all down the line. 
How can more up-to-date use 








Verifies signatures. Cools the air. And Ss 

provides better lighting that boosts my + 

efficiency and morale. Kot 
Though simpler than most re- 





of electricity make your operation 
more profitable? First, think about 





Ss oY it yourself. Then why not see what 
an electrical expert can suggest? No 











modeling projects, electrical modern- A 
ization is often the most rewarding. y 
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FY obligation, of course, 


Call your electrical contractor, electrical league or power company 


This series is publisned by National Wiring Bureau, 155 E. 44 St., New York 17, a non-profit organization dedicatedeto better understanding and utilization of the benefits of electricity. 




















CS a ES ee a eee ee, 


A wo fF DH 


ricity. 














Local issues still snag GM 


National UAW leaders gave the plant unions their head 
for a while but finally cracked down. GM plants should be in 
full swing next week. Ford and Chrysler come next 


The United Auto Workers, which 
glories in its democracy and mili- 
tancy, has demonstrated both these 
qualities—possibly too well—in its 
dealings this week with General 
Motors Corp. as an unwilling wit- 
ness. GM thought it had settled the 
most troublesome part of its 1961 
labor bargaining two weeks ago 
when UAW’s national negotiating 
team accepted a bulging bag of 
financial goodies. But it reckoned 
without the UAW local unions’ 
carefully nurtured freedom to seek 
their own solutions to local problems. 

As a result, next week GM will be 
struggling to get back to full produc- 
tion of 1962 cars after turning out 
only a handful of vehicles this week. 
And it has little consolation from 
signs in Detroit that Ford Motor Co. 
and Chrysler Corp. may have to face 
the same sort of hazing GM has been 
put through. 

GM will get back to work next 
week if UAW this time can make its 
members stick to the fifth of the 
union’s deadlines. 

One after another. The 1958 UAW- 
GM contract expired Aug. 31. At the 
suggestion of William Simkin, direc- 
tor of the Federal Mediation & Con- 
ciliation Service, the contract—con- 
sequently the settlement day—was 
extended until Sept. 6. Early that 
morning, both sides announced that, 
in view of progress toward an eco- 
nomic agreement, the strike deadline 
would be set back to Sept. 11, to 
allow time to work out settlements 
on local issues at the 129 GM plants. 

UAW’s General Motors Confer- 
ence was scheduled to meet Sept. 13, 
so there was optimism in GM that 
even if some locals did strike on 
Sept. 11, everything would be 
wrapped up two days later. Then 
UAW Pres. Walter Reuther pulled 
the plug. He postponed the confer- 
ence meeting indefinitely and said 
that any local union that had not 
settled its problems on the morning 
of Sept. 11 should strike. 

After that, the national negotia- 
tions were at a standstill. Company 
and union teams still worked on the 
fifth floor of the General Motors 
Building in Detroit, but only to offer 
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top-level coordination and guidance, 
by telephone and teletype, to local 
union and plant negotiators in the 
field. 

Late last week, after “get moving, 
boys” messages (both in the na:ne 
of Pres. Kennedy) from Simkin aad 
Labor Secy. Arthur J. Goldberg, 
Reuther, too, apparently lost pa- 
tience and summoned the union ex- 
ecutive board and negotiators to the 
union’s headquarters overlooking the 
Detroit River. 

To be expected. The cleanup of 
the GM negotiations had dragged on 
longer than had been hoped—Reu- 
ther’s peremptory summons to this 
field forces showed that—but not 
longer than could be expected. In 
1958, for instance, GM was shut 
down for eight weeks after a national 
economic agreement had _ been 
reached. 

Though shorter than in 1958, the 
local strike shutdowns this year have 
their own high interest. They are 
rooted in an unexplained bargaining 
tactic by GM, in local union politics, 
and in the understandable—even 
though unfortunate for GM—human 
compulsion to gripe. 

Three years is a long time to go 
without telling off management, and 
quite a few local union leaders in 
GM plants had things to say to the 
company people that wouldn’t get 
much attention during the life of a 
contract. 

Lost weapon. GM, most likely on 
good assurance from the union side 
of the table, lost its principal wea- 
pon to speed an over-all settlement 
when it agreed to the economic 
terms and further agreed to make 
them public. 

Long before negotiations began, 
it was well understood that at GM, 
at least, there would be no national 
settlement until all local matters had 
been resolved. Undoubtedly GM in- 
tended to stick to that policy; even 
when the economic terms were an- 
nounced, GM stated plainly that they 
did not constitute a full settlement— 
that the economic package was con- 
tingent upon satisfactory solution of 
all the other matters. 

That was like a whisper in a wind- 


storm. After the economic terms had 
been made public, it would have 
been difficult for GM to withdraw 
them. 

That is one thing that makes Ford 
and Chrysler managements so un- 
easy. They do not have even the 
seeming advantage that GM tem- 
porarily had and lost, for GM’s eco- 
nomic terms are just about what the 
other two companies will have to 
give. 

Ford and Chrysler have been ex- 
pecting and are more or less resigned 
to the local settlements that must 
come slowly because a man or group 
of men have a lot to say. But the GM 
strike has turned up two other, and 
very disturbing, reasons for slow 
settlement of disputes on the plant 
level. 

Axes to grind. One is factionalism 
in the locals. Generally, locals whose 
members have been hard-hit by lay- 
offs are the ones in which there is 
a strong “get-tough-with-manage- 
ment” faction. This faction wants 
spread-the-work measures, such as 
bans on overtime and outside con- 
tracting. 

These are matters that really be- 
long on the table in national negotia- 
tions. But it is a brave local negoti- 
ator indeed—particularly if he also 
is an officer in the local and wants 
to keep his job—who will drop such 
proposals short of an outright order 
from UAW headquarters. 

Whipsawing. The other reason for 
slow settlement of plant disputes is 
an echo of UAW tactics on the na- 
tional level. Just as UAW used the 
original economic offer of the Big 
Three to whipsaw American Motors 
Corp. into a better package, and used 
that to lever a settlement out of GM, 
so GM locals have been whipsawing 
individual GM plants. 

Obviously, there is no end to that 
kind of competition. It can go on for 
weeks—unless the national head- 
quarters of the union puts its foot 
down. UAW officers, mindful and 
prideful of their basic tenet that their 
authority derives from the grass 
roots, always have been unwilling or 
unable to crack down on local unions 
in collective bargaining affairs. End 
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District 50’s ‘independence’ 
from UMW is a problem to both 


The mine union’s most prominent member group now elects its 
own officers, but is still ‘fully affiliated.’ 
This raises question of just what District 50’s status is 


The once-powerful United Mine 
Workers and its fully grown affili- 
ate, the “catchall” District 50, are 
undergoing divorce proceedings, but 
the emotional ties still remain. 

Ever since its first international 
convention last February, when Dis- 
trict 50 for the first time elected its 
own international officers, the ques- 
tion has lingered whether the 
UMW’s most prominent affiliate is 
now an independent union. The an- 
swer has important ramifications, 
both legal and financial. 

Forced change. District 50 has 
grown from the UMW’s stepchild 
to the largest union in the miners’ 
camp, with more than 250,000 mem- 
bers. Its officers, headed by A. D. 
Lewis (picture), brother of John L., 
were appointed at first by the UMW 
leaders. Moreover, despite its rapid 
growth, District 50 had no voice in 
the UMW convention procedures. 

With the passage of the 1959 
Landrum-Griffin law, which requires 
a form of self-government for unions, 
District 50 was forced into a separa- 
tion that it achieved by holding its 
first convention and voting for its 
own officers. A. D. Lewis and others 
of the previously appointive District 
50 team were elected to office. 

This action, according to UMW 
attorneys, left District 50 an “inde- 
pendent” but “fully affiliated” union 
of the United Mine Workers. But 
the big question is how independent 
it really is. 

This is the problem facing the bat- 
tery of UMW attorneys. The mine 
union, aggressively pursuing exten- 
sion of contracts among resisting 
mine owners, is facing damage suits 
running into many millions of dol- 
lars. (UMW declines to estimate the 
total but a few days ago, the White 
Oak Coal Co., at Jellico, Tenn., won 
a $385,000 damage award from 
UMW bringing total judgments to 
more than $1.5-million.) 

Now, District 50 is a target of 
suits, too. So both want to protect 
“independent” treasuries. 

Status clouded. If District 50 can 
establish a truly independent rela- 
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A. D. Lewis, brother of John L., is 
elected head of now “independent” 
District 50. 


tionship with UMW, presumably its 
treasury would not be in jeopardy 
from these suits. So far, they have 
not been able to establish this. 

One trouble is the administrative 
closeness of ‘the two unions, both 
housed in UMW properties in Wash- 
ington. Though John L. Lewis has 
retired (he’s now UMW president- 
emeritus), ‘he still is the controlling 
force in the miners’ union empire. 
District 50 leaders, of course, accept 
his-views, and will continue to. 

Jurisdictional conflict. Meanwhile, 
District 50, showing unusual organ- 
izing successes runs constantly into 
conflicts with AFL-CIO. 

Many in AFL-CIO are urging 
UMW to return to its House of 
Labor. However, reaffiliation inevi- 
tably would be snagged by UMW’s 
District 50; unions that have lost 
members to the catchall want them 
returned. 

It’s doubtful that the new status 
of District 50 will remove this stum- 
bling block to UMW’s reaffiliation. 
In labor’s eyes, it will still be a part 
of UMW. End 
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In labor 


NLRB chief asks stiffer penalties for 
willful and repeated violations 


Harsher remedies are being considered by the National 
Labor Relations Board for dealing with employers and 
unions that “repeatedly violate [the Taft-Hartley Act] 
with knowledge that they are doing so,” according to 
NLRB Chmn. Frank W. McCulloch. 

In a speech before the Federal Bar Assn. in Wash- 
ington, McCulloch said that “a bigger stick” is neces- 
sary because of the “apparent ineffectiveness of [NLRB] 
remedies in many cases.” 

McCulloch, named to head NLRB last February, 
particularly criticized remedies now available where 
employers discharge workers who support a union 
during organizing campaigns, or employers otherwise 
interfere with the union activities of employees. Penal- 
ties ordered a year or two later—usually orders to rein- 
state discharged workers—often are meaningless, 
McCulloch said, because the employees have gone to 
other jobs. 

One remedy now being considered in cases where an 
employer has “destroyed any majority status of a union 
by illegal techniques” would “saddle the employer with 
the union for a 12-month period during which he must 
recognize and bargain with it,” McCuiioch said. 

Another is to make a greater use of NLRB’s dis- 
cretionary power to seek injunctions. 

Rep. James Roosevelt (D-Calif.) similarly urged stiffer 
penalties for willful and repeated NLRB violations dur- 
ing committee hearings recently. 





Slick Airways flight engineers 


agree to join pilots union 


Fiight engineers employed by Slick Airways have dis- 
solved their chapter of the Flight Engineers Interna- 
tional Assn. and named the rival Air Line Pilots Assn. 
as their bargaining agent. The move followed similar 
switches from FEIA to ALPA at Continental Airlines 
and United Air Lines. 

A Presidential commission—appointed after the flight 
engineers struck in February to keep their craft and 
union separate from the pilots—has recommended that 
flight engineers be replaced gradually by engineers 
who are also qualified as pilots [Bi Jun.361,p103]. 
It also recommended a merger of the two unions. 


Work-sharing plan ends at Parke-Davis; 
union says overtime soured workers on idea 


A few months ago, 450 women unionists at Parke, Davis 
& Co.’s plant in Detroit agreed to give up work time to 
permit the rehiring of a number of fellow workers who 
had been laid off. By surrendering—voluntarily—one 
or two weeks of work and pay, the 450 employees 
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helped 24 others get five months’ more employment. 
The five-month trial plan was widely praised as a 
demonstration of work-sharing. 

But about a week ago the plan ended—and was not 
renewed. When initiated early this year, the plan had 
the support of half of the 900 women employees polled 
by Parke, Davis & Co. When the renewal of the work- 
sharing plan was voted on, only 20% of those polled 
(this time all of the plant’s 1,600 employees) agreed to 
give up work time. 

The plant local of the Oil, Chemical & Atomic 
Workers said the change in attitude resulted from 
“avoidable” overtime scheduled by the company just 
before the latest poll. 

Parke-Davis said it hasn’t been able to pin down why 
there was such a “poor” response in the poll, compared 
with the earlier one. 


Hormel figures its fringe benefits cost 
$1,405 a year per employee 


Management's total fringe costs are high—and getting 
higher every year. Every employer is uncomfortably 
aware of that; most have figures to prove it. But many 
fail to impress on employees just how much manage- 
ment is committed to pay out in nonwage costs. 

Geo. A. Hormel & Co. recently published in its news 
magazine for employees a rundown of fringe benefits 
for 1960. The total cost was $12,128,230, or $1,405 per 
employee, out of company funds. 

Here’s how Hormel said its costs averaged out for 
each employee: hospital-medical insurance, $186; group 
life insurance, $11; disability insurance, $92; paid vaca- 
tions and holidays, $414; joint earnings plan, $145; 
recess periods, $156; medical department, $16; pensions, 
$174; social security, unemployment insurance, and 
workmen’s compensation, $187, and such personal 
services as a cafeteria, lockers, parking facilities, $24. 


Lone Star sues Steelworkers 
for $514-million over wildcat strike 


Lone Star Steel Co., of Dallas, has filed suit against the 
United Steelworkers for $544-million to cover losses 
allegedly caused by a 1957 wildcat strike. The suit 
asks for costs of lost production and business, overtime 
pay required to meet schedules, legal and court costs, 
food, shelter, and protection for workers in the plant, 
and payments to workers for their property damaged 
by strikers. 

Some 2,600 strikers were fired during the strike, 
then ordered rehired in a post-strike arbitration. Many 
of these now seek back pay. If they win their arbitra- 
tion cases, Lone Star has asked the court to add the 
cost to the union damages. 

A USW spokesman characterized the suit as “way 
out in the twilight zone.” 
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How utilities will raise $8-billion 


Private power industry should have little trouble finding 
the money to finance the new nationwide grid 
of transmission lines proposed for completion by 1970 


Last week, privately held electric 
utility companies announced that 
they would spend $8-billion by 1970 
for new transmission lines [BI Sep. 
16°61,p38], marking a new turn in 
the long-standing dispute over pub- 
lic vs. private power: Privately held 
companies think they’re now ready 
financially to tackle the job of a 
nationwide grid—which is also more 
feasible technically than ever before. 

There’s no question that investor- 
owned utilities are in good position 
financially to tackle the challenge. 
The companies plan to spend some 
$8-billion through 1970 to add about 
100,000 miles to the nation’s 364,009 
miles of transmission line. Thus, the 
new lines will more than double the 
present $6.7-billion investment in 
such facilities. And this sum will be 
added to other expenditures for new 
construction. 

Transmission lines have moved 
to the center of the stage chiefly 
because of technological develop- 
ments in the industry. Two factors 
have made interconnections both 
feasible and highly desirable eco- 
nomically. One is the use of larger 
central stations, producing at lower 
cost per kilowatt hour. The other is 
the development of high-voltage 
transmission lines, resulting in lower 
costs in transmitting electricity over 
long distances. 

Federal power. Utility men con- 
tend that whoever controls these 
major links—between systems and 
major load centers—may control 
power development. They fear that 
with federal transmission lines link- 
ing the major sources of generating 
capacity and marketing centers, the 
nation’s utilities might become de- 
pendent on government lines and 
shift their own operations toward 
distribution. 

The government denies that this 
is its intention, but it has taken steps 
toward a broad public power pro- 
gram, by proposing a network of 
federal transmission lines to connect 
the various federal systems from 
coast to coast. The first would be a 
high-voltage inter-tie from the Bon- 
neville system of the Pacific North- 
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west to California [Bil Jul.8’61,p32]. 
Another proposal calls for nearly 
$200-million worth of big lines be- 
tween new dams under construction 
as part of the Upper Colorado River 
storage project, and power market 
centers in five Western states. 

The new industry program is 
clearly a countermeasure to the fed- 
eral government’s proposals. Accord- 
ing to one spokesman, there is now 
no need for major federal line proj- 
ects. 

Grid pays off. There’s no question 
about the economic advantages of 
interconnecting power operations. 
Because they allow companies to 
take advantage of variations in mar- 
kets, they lead to all sorts of benefits 
—for example, smaller needs for re- 
serve generating capacity. Indeed, 
nearly all the electric power systems 
east of the Rocky Mountains, includ- 
ing 100 companies in 32 states, are 
interconnected; west of the Rockies, 
interconnected operation has also 
been a fact for many years. Most 
electric companies that serve adjoin- 
ing territories are already intercon- 
nected even if they are not presently 
using the interconnections. 

The announced expansion pro- 
gram would add almost 30% more 
line to the nation’s transmission 
network. And further development 
of high-voltage transmission—Amer- 
ican Electric Power Co. and West- 
inghouse Electric Corp. have been 
operating an experimental line at 
775,000 volts—means that more effi- 
cient interties are around the corner. 

In all, the Edison Electric Institute 
figures that investment in electric 
plant will total $88-billion by 1970, 
as against $46-billion in 1960. Trans- 
mission lines then will account for 
about 20% of new construction. 

This means that the electric utili- 
ties will have to step up their spend- 
ing rate substantially. To realize 
their plans private utilities will have 
to spend closer to $6-billion annually 
by 1970. 

Financing. The industry figures it 
can meet the cost by generating 
about 40% to 50% of the funds in- 
ternally, going to the market for the 


balance. As analysts see it, this 
should be a fairly easy task for a 
number of reasons: 

« The industry, for one thing, has 
had a breather after its last period 
of breakneck expansion. Last year, 
its construction outlays slowed to 
$3.3-billion from 1959’s $3.4-billion 
and 1958’s $3.8-billion. This meant 
it only needed $1.7-billion in new 
money—compared to $2.5-billion in 
1957. So now utilities are in position 
to come back into the market. 

= Cash flow has been increasing. 
All the new equipment put on 
stream in the last decade means 
that the electric utilities can figure 
depreciation at reasonably close to 
currrent price levels; depreciation 
charges, therefore, have been rising, 
helped by the widespread use of 
accelerated depreciation methods. 

" Electric utility shares are trad- 
ing at 20 to 25 times earnings, a 
more favorable ratio than they’ve 
experienced in years. In addition, in 
1960, utilities sold less than $100- 
million worth of new stock, which 
means that the equity route should 
provide a good deal of capital. 

« Earnings generally are good, 
though some companies report a 
slowdown this year. The fact is that 
state regulatory agencies have been 
fairly reasonable in granting rate 
hikes. 

" Debt-equity ratios are pretty 
well in hand. Bond underwriters get 
a little upset when a utility’s debt 
is more than 50% of its capitaliza- 
tion, but most companies that will 
be involved in the coming expansion 
are shy of that mark. 

All this means that the electric 
utilities have lots of room to maneu- 
ver. The amount they plan to raise 
is not regarded as a staggering sum, 
and their financial strength indicates 
they can do it. If the money market 
tightens up, utilities may have to 
pay high rates for borrowed funds. 
But as their financing will take place 
over an extended period, there'll be 
times when market rates will be on 
the low side, so utility men feel that 
rates will even out over the long 
run. End 
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In a preference survey made by an inde- 
pendent organization back in 1956, key men 
in companies throughout the country gave 
Lyon 5 times more first choice votes than 
any other steel equipment manufacturer. 
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THIS CATALOG ILLUSTRATES 
THE WORLD’S MOST 
DIVERSIFIED LINE 
OF STEEL EQUIPMENT 
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In a comparable survey made in 1960, 
Lyon’s first choice margin jumped to7 tol! 
And Lyon received more exclusive mentions 
than the next 22 companies combined! 


Your nearest Lyon Dealer offers the 
world’s most diversified and most preferred 
line of steel equipment —-quality protected 
to give you the most for your investment. 


LYON METAL PRODUCTS, INC. 


General Offices: 910 Monroe Ave., Aurora, Illinois 
Factories in Aurora, Ill._— York, Pa.—Los Angeles 
Dealers and Branches in All Principal Cities 
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MITSUBISHI KNOWS 
THE JAPANESE MARKET 


With experience in virtually every 
phase of commerce and industry, 
the Mitsubishi Bank is thoroughly 
qualified to act as your guide and 
advisor in tapping this vast and 
growing Japanese market. 


Mitsubishi’s personal services and 
facilities are efficient, economical, 
and extensive. One cable address 
represents 156 branches throughout 
Japan to help you whether your 
business is manufacturing, export- 
import, warehousing, insurance or 
even entertainment. Your inquiry 
will receive a prompt reply. 


a 


MITSUBISHI 
BANK 


CABLE ADDRESS: BANKMITSUBISHI 


Head Office: Marunouchi, Tokyo Branches: 
156 throughout Japan New York Agency: 120 
Broadway, New York 5, N.Y. London Branch: 
7, Birchin Lane, London, E.C. 3 
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Totting up Carla’s havoc 


Small army of insurance adjusters is finding that 
hurricane damage in Southwest is rather less than feared 


As the East Coast braced itself ap- 
prehensively for the remainder of 
the hurricane season, some 4,000 in- 
surance company adjusters were stil] 
trying to assess the damage caused 
by Hurricane Carla, which bucked 
the Southwest a week ago. But the 
insurers were already finding their 
Carla prospects a lot brighter than 
they had feared. 

While total property damage may 
run close to $250-million, insurance 
companies now estimate their losses 
will be less than $100-million, per- 
haps no more than $75-million. This 
is a heavy loss, but not an overly 
serious one. It will run behind the 
record $173-million paid out in 1950, 
after windstorms hit the Northeast; 
it also won't come near the losses 
from Hurricane Carol in 1953 ($129- 
million), Hazel in 1953 ($122-mil- 
lion), and Donna in 1960 ($100-mil- 
lion). 

Certainly, Carla will strain the re- 
sources of some of the smaller Texas 
insurance companies. Some of them 
will be strapped for cash to pay 
claims, and will have to sell short- 
term securities from their portfolios 
to meet the extra cash demands. 
Others—with losses ranging from 
$500,000 to $1-million—may lose the 
equivalent of several years earnings. 
Many are hedged by reinsurance, 
which will help, but it also means 
that they will have trouble next year 
when they have to renegotiate rein- 
surance agreements. 

Risks spread. Except for Republic 
Insurance Co., a Texas corporation, 
most of the leading underwriters 
have only a small percentage of their 
risks in Texas. And Russell H. Perry 
of Republic says his company 
wasn’t hurt too badly. A premature 
estimate, he says, would be around 
$500,000. 

What kept insurance losses low 
was that Houston missed the brunt 
of the storm. 

The big industrial plants in the 
region were also better prepared 
than in previous years. A good num- 
ber are self-insured; others are 
pretty well covered for wind dam- 
age, but coverage for flood damage 
is not available. Reynolds Metals, 
for instance, now estimates damage 
at between $125,000 and $150,000, 
most of it covered. Olin Mathieson, 


however, says it won't get too much 
back on $500,000 damage because 
most of it was flood damage. 

In checking first claims on prop- 
erty, adjusters say their big prob- 
lem will be to decide whether it was 
wind or water that caused damage. 
Wind damage—but not flood dam- 
age—is covered by the usual ex- 
tended coverage in fire insurance 
policies. But it’s a hard decision to 
sift out damage caused by flooding. 

‘Fine print.’ Gov. Price Daniel of 
Texas has asked the insurance com- 
panies not to be too finicky about 
such decisions, and not to take “fine 
print exceptions.” Most companies 
resent Daniel’s inference, say 
they’re handling their policyholders 
fairly, in line with the policies they 
signed. Damage, though, is cov- 
ered in several other policies: com- 
prehensive auto policies, so-called 
inland marine floaters, certain all- 
risk policies, some personal prop- 
erty floaters, and other marine poli- 
cies covering boats, cargo, and mer- 
chandise in transit or in storage. 

It will be weeks before all the 
claims are sorted. So the full impact 
of Carla on insurance companies 
won't be known for some time. But 
Carla could mean that most fire in- 
surance companies will show red 
ink on their 1961 underwriting. 

Profits—if any. Fire companies 
have two major sources of income. 
One source is from their sizable in- 
vestment portfolios, which is gener- 
ally dependable. The other is the 
profit, if any, on their underwriting 
business—the difference between 
income in premiums on the one 
hand and payments in insurance 
claims and general operating costs 
on the other. Income from securities 
is usually enough to offset any un- 
derwriting loss and thus produce an 
over-all profit. 

But this year underwriting losses 
were so heavy in the first six months 
—due to a 10% increase in fire 
losses—that some companies had a 
net deficit for the first half. Others 
showed an underwriting loss, com- 
pared to an underwriting profit for 
the like period a year ago. Under- 
writers had hoped that the second 
half would show an improvement, 
but Carla’s experience dims_ this 
hope. End 


BUSINESS WEEK September 23, 1961 








Te 
Fra 
ess 
nar 
int 


Driv 





ch 
se 


p- 


ey 
V- 
n- 


il- 


p- 
li- 


he 
ct 
es 
ut 


61 


ge 7 


Ar) y 








Each wheel is independently suspended 
with swing axles in the rear. 
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PONTIAC TEMPEST FLEETS OPERATE SMOOTHLY 


ON LESS 
MONEY 


Tempest is built to travel. Seats six big men. Independent springing reduces fatigue (of both passengers and parts). 
Front engine, rear transmission give it balance. Perfect traction. Flat, level ride. Power brakes and steering not nec- 
essary. Gas-saving 4-cylinder engine (it's half of Pontiac's V-8) puts out more power than most “sixes.” Cuts mainte- 
| nance costs. Owners gave the Tempest millions of miles of rough treatment in 1961. It proved itself a winner. Big demand 
j in the resale market. See your Pontiac dealer or write Fleet Sales Dept., Pontiac Motor Division, Pontiac 11, Michigan. 
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Drive America’s only front engine/rear transmission car. . . it’s balanced like none of the others! < es 
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In finance 


Corporate demand for bank credit 
continues its puzzling lag 


Corporate demand for bank credit, which normally 
rises with a pickup in business, is continuing to lag— 
and it’s something of a puzzle. Since midyear, business 
loans have fallen to a level $162-million below a year 
earlier. Last week, business loans rose $58-million com- 
pared to a $160-million rise in 1960, when third-quarter 
tax payments fell due. Borrowing for 1961’s taxes will 
take place this week, and bankers hope for an increase. 

Nevertheless, the moderate nature of loan demand 
is unusual. Part of the explanation is that U.S. corpora- 
tions increased their net working capital by a record 
$3.6-billion in the second quarter, according to Securi- 
ties & Exchange Commission estimates. At the same 
time, there was a record volume of financings via stock 
issues and corporate bond offerings; while a good por- 
tion of this financing represented refunding, it added 
to over-all corporate liquidity. 

Bankers will not be raising their interest rates as 
long as loan demand remains relatively slack. And as 
M.A. Schapiro & Co., a leading bank stock dealer, 
points out, “Banks are not under pressure to liquidate 
securities at losses in order to raise cash to meet loan 
demand as they have been in the past when money 
was tight.” The fact is that the Federal Reserve is 
under no pressure to tighten credit with loan demand 
so modest, and can allow the banks to take up the 
slack if demand suddenly begins rising. 


Ford’s acquisition of Philco will 
bring foundation very nearly $100-million 


The Ford Foundation will be getting close to $100- 
million as a result of Ford Motor Co.’s acquisition of 
Philco Corp. [BIN Sep.16’61,p34]. Under the terms of 
the agreement between Ford and Philco, more than 
900,000 shares of Ford common stock will be exchanged 
for the 4.1-million Philco shares outstanding, on- the 
basis of one< Ford: share for every 44 Philco shares. 
In addition, holders of Philco’s 100,000 preferred shares 
will receive “shares. of Ford common stock. approxi- 
mately equal in. value to $101.50, plus cash equal to 
accrued and: unpaid dividends.” ‘At current market 
prices, this works out to another 100,000 shares of Ford. 

This means that something more than-1-million shares 
of Ford stock will be used for «the Philco. purchase. 
Ford Motor Co. is arranging to buy the shares from 
the Ford Foundation, which holds 31.9-million of 
Class A non-voting stock—53% of the total Ford shares 
outstanding—that is transferrable into common stock. 
(Ford will retire the A stock, replacing it with common 
on a share for share basis.) 

Foundation officials refuse to disclose the exact 
purchase price but admit that it is below $100 a share, 
which will give the Foundation around $100-million. In 
its last public sale of stock in June, the Foundation 
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sold 2.75-million shares at $80.50 a share, which gave 
it more than $220-million. The Foundation, which is 
diversifying its portfolio through purchase of equities, 
bonds, and private placements, plans to continue this 
policy when the new funds come in. 


Oil industry cheered as IRS lifts 
moratorium on some advance tax rulings 


The oil industry received a lift this week when the 
Internal Revenue Service removed its moratorium on 
issuing advance rulings over the tax treatment of profits 
arising from certain sales of oil properties—specifically 
ABC deals, so-called because they involve three parties 
[Bi) Aug.5’61,p105]. The moratorium has been in force 
since mid-July; since then many oil companies—notably 
Honolulu Oil Corp., which is selling its assets for about 
$380-million—have been forced to postpone or shelve 
transactions. (Justice Dept. this week filed suit to block 
the Honolulu sale to Tidewater Oil Co. and Pan Ameri- 
can Petroleum Corp. on antitrust grounds.) 

Under current tax rules, the seller of oil property in 
an ABC deal has paid taxes at the 25% capital gains 
rate on income from the sale of reserved oil payments 
he received for the property. IRS is now considering 
whether this income should be taxed at ordinary rates. 
For corporations this would mean a rate of as much as 
52%; oilmen contend this would seriously affect their 
traditional way of doing business. 

IRS says that its lifting of the moratorium does not 
mean it has decided against a change. The agency 
merely says its review is still under way, but oilmen 
are betting against any drastic alteration. What may 
come out, they say, is a clarification of which deals will 
be considered ineligible for capital gains treatment. 


Finance briefs 


Sheraton Corp. is having second thoughts about con- 
verting itself into a rea] estate investment trust. Last 
year, after Congress passed the Real Estate Investment 
Trust. Act, Sheraton had taken steps to qualify as a trust; 
this would ‘have’ exempted it from income taxes if it 
distributed 90% or more Of net ‘income to shareholders. 
But this week Sheraton Pres. Ernest Henderson said 
that the ‘Treasury Dept. has failed to. issue interpreta- 
tions of the act, so that Sheraton cannot. determine 
whether it would benefit from conversion. In Hender- 
son’s view, the tax benefits would be minor, and he is 
no longer so anxious to make the shift. 


“Giveaways” by California’s state-chartered savings and 
loan associations to attract savings will be outlawed, 
effective Sept. 29, in an effort to end the abuses in S&L 
practices of gift-giving, services, and premiums to share- 
holders. (Federally licensed S&Ls will come under simi- 
lar restrictions issued last month by- federal authori- 
ties.) California’s S&Ls have stepped up out-of-state 
advertising to attract funds before the rule takes effect. 
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stresses convenience of cleaning and laundry facilities in one location 


Automatic cleaners start to whirl 


With sales of coin-operated dry cleaning units up from 
$2-million in 1960 to an expected $50-million this 
year, 23 manufacturers are rushing to get in on the market 


American housewives are dropping 


quarters and bundles of soiled 
clothing into coin-operated dry- 
cleaning machines at a_ steadily 


mounting clip this year (picture). 

Lured by both curiosity and bar- 
gain rates—8 lb. to 10 lb. of clothing 
cleaned for less than $2—consumers 
are expected to spend over $30-mil- 
lion in 1961 and $60-million in 1962 
on do-it-yourself dry cleaning. 

In 1960, a single manufacturer, 
Standard, Inc., of Little Rock, Ark., 
[Bii Aug.27’60,p53] sold perhaps 400 
self-service cleaning units for a total 
volume of less than $2-million, says 
Pres. C.B. Pugh. This year, with 
such home appliance giants as Norge 
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Div. of Borg-Warner Corp., Whirl- 
pool Corp., Philco Corp., and West- 
inghouse Electric Corp. in the field, 
manufacturers estimate volume 
should hit $50-million with sales of 
about 25,000 machines. Forecasts for 
1962 range all the way up to 50,000 
units and $100-million. 

Makers multiply. In all, 23 manu- 
facturers make or plan to make coin- 
operated dry-cleaning machines. One 
industry sales executive predicts 
that more than half the $2-billion 
now spent annually on dry cleaning 
will go into self-service machines 
within five years. 

As an added bonus, the traffic- 
building power of coin-operated dry 


cleaning should boost the $300-mil- 
lion-a-year coin laundry business. 

Do-it-yourself dry cleaning could 
even outstrip do-it-yourself laundries 
in total volume. While coin laundries 
compete with home laundry appli- 
ances, there’s no counterpart to the 
automatic dry cleaner on the con- 
sumer market. High price tags—dry 
cleaner prices begin at $2,000— 
should keep it that way for a num- 
ber of years. 

Norge currently holds the edge in 
coin-operated dry cleaning, claiming 
at, least 50% to 75% of the indus- 
try’s volume. The company has 
spent more than $2.5-million in sell- 
ing self-service dry cleaning since 
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First step in preparing clothes for ma- 
chine cleaning is testing of plastic but- 
tons to see if solvent will harm them. 


Next, sweaters are turned inside out, 
and zippers are closed. Housewives 
must also empty all pockets. 


Water is sprayed on stains, which may 
be water-soluble. This will help clean- 
ing solution remove them. 





it introduced its machine to dis- 
tributors last October. Next month, 
for example, Norge will give away 
a complete dry cleaning installation 
on “The Price Is Right” TV show. 
Some manufacturers think Norge 
can't keep up its sales pace. “Norge 
can't sustain that kind of drive,” one 
competing sales manager predicts. 
“You can tell our competitors they 
don’t have to hold a tag day for us,” 
Norge Chmn. Judson S. Sayre replies. 


1. Aiming at the market 


Most automatic dry-cleaning ma- 
chines are basically alike under the 
skin. Clothing is cleaned in a sol- 
vent—usually perchlorethylene with 
detergent added—and then spun 
dry. Some garments need pressing, 
but most things need no additional 
treatment. All machines use a filtra- 
tion system to separate dirt from the 
solvent, which is used over and over 
again. Cleaning cycles now vary 
from 30 minutes to one hour, though 
shorter-cycle units reportedly are on 
the way from General Motors 
Corp.’s Frigidaire Div. and from Vic 
Mfg. Co. of Minneapolis. 

Coin-operated dry cleaning, man- 
ufacturers claim, saves the con- 
sumer at least two-thirds the cost 
of professional cleaning. 

Selling approaches. The most 
marked differences between compa- 
nies show up on the marketing side. 

Norge has pushed into the lead 
with its own distinctive approach. 
While most companies offer single 
or paired units, Norge’s basic pack- 
age is a bank of eight machines, 
sharing a central filtration system 
and priced at about $15,000. 

The basic Norge installation is 
the Laundry & Cleaning Village—a 
self-service store that includes at 
least one bank of eight dry cleaners, 
plus laundry equipment. A typical 
village would cost $40,000, with 
Borg-Warner’s B-W _ Acceptance 
Corp. handling financing. Some 800 
of Norge’s 1,000 dry-cleaning instal- 
lations qualify as villages. 

By comparison, Whirlpool sells a 
single, self-contained unit for about 
$2,500 and Westinghouse a_ twin 
unit with a single filter for $4,400. 
Standard sells twin units in one shell 
for $6,200, and Philco Corp. has a 
dual unit package for $5,000. 

Each manufacturer thinks it has 
hit on the right approach. 

“Sure we can supply banks of 
eight units,” says John Crouse, gen- 
eral manager of Whirlpool’s Com- 
mercial Laundry & Drycleaning 
Equipment Div. “But when you can 
only sell in banks of eight units, you 
lose flexibility.” 

Counter view. A. A. McCarley, 
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sales vice-president of ALD, Inc., 
national distributor of Westing- 
house’s commercial laundry and dry- 
cleaning equipment, also thinks 
Norge is on the wrong track. “Norge 
looks at each installation like a 
supermarket, but a coin-op store 
essentially is a neighborhood busi- 
ness. The big market is not going to 
be in setting up installations that 
must draw from a big population.” 
In most instances, McCarley thinks, 
six units will meet the demand. 
“About 90% of our installations will 
have four to six wheels.” 

Norge is sticking with its success- 
ful village concept, although it re- 
cently began offering pairs of units, 
under the Borg-Warner label, to 
stores that can’t handle eight ma- 
chines. Says Sayre: “We don’t just 
think our concept is right; we know 
Neg 


Il. Winding path 


The coin cleaning industry, like 
the coin laundry industry before it, 
has had its share of marketing turn- 
arounds. 

The first coin laundry stores, 
opened just after World War II, 
were fully attended operations, gen- 
erally run by small businessmen. 
Growth was steady but unexciting, 
moving up from 538 stores in 1946 
to about 6,000 in 1955. The turn- 
around came in the mid-1950s when 
the industry shifted over to unat- 
tended stores, open 24 hours a day 
and owned by investors—chiefly pro- 
fessional people who ran them as 
profitable sidelines. 

The number of coin laundries 
jumped sharply—up to 8,000 stores 
in 1956 to 11,000 in 1957 and to 
more than 23,000 in 1960. ALD’s 
McCarley sees the coin laundry con- 
tinuing to grow “at about 3,500 
stores per year as far down the road 
as I can see.” 

First Bendix and later Westing- 
house held the major share of the 
coin laundry business until the mid- 
1950s, when other manufacturers be- 
gan jumping in. McCarley now gives 
Westinghouse about 30% of the 
market and Econ-O-Wash, a_ sub- 
sidiary of McGraw-Edison Co., 
about 15%. The rest of the business 
is spread out among perhaps a dozen 
companies. 

Target. The dry-cleaning industry 
also has pinpointed the professional- 
man-turned-investor as its most 
likely prospect, but only after a few 
false starts. 

Whirlpool, for one, initially sold 
only to commercial dry cleaners. A 
few of the commercial cleaners 
bought units, but most stayed away. 
As a result, says Whirlpool’s Crouse, 
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Could be. And it just might make a lot of sense. You and your staff 
would travel on your own schedule—utilize your travel time—in the 


undisturbed privacy of the comfortable Aero Commander cabin. 


Top management throughout the world depends on Aero Commander 
to assure personal, on-the-spot participation, to increase executive mobility 


and productivity, to add to profits and prestige. 


Is your company already paying for a corporate airplane without enjoy- 


ing the benefits? Could be. Perhaps you should investigate the economics 





of owning an Aero Commander. Write today for a detailed brochure. 


E2COMMANDER...<ymvo of modern management on the move 


AERO COMMANDER, INC, BETHANY, OKLAHOMA, subsidiary of ai oihies tassscia I iaiiiiilan 























PHARMACEUTICALS 


Drug and medical supply manufacturers will 
find unique talent resources to draw upon in 
San Antonio — nation's 17th largest city. From 
world's largest military medical and research 
centers — both Army and Air Force — many 
retired medical officers and Ph.D.'s join local 
firms. Scores of others equally talented, remain 
untapped, ready to join your operation. At 
Southwest Research Institute, one of the nation’s 
leading research centers, were ~ 
outstanding contributions oA % ~ 
have been made in the field 

of pharmaceuticals (encap- = 
sulation) and medicine 
(biochemistry, endocrino- wf, 
logy, physiology). Get more 
details . . . write today. 
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; GREATER SAN ANTONIO 
C4, ¢ DEVELOPMENT COMMITTEE 
‘Sut 153 B Navarro St., San Antonio 5, Texas 








how to score 
an extra point 
with customers 


Handsome, comfortable, durable 
“Reserved Seat” takes you to all the 
games with important customers. Ideal 
for car, camping or boating. Keeps 
reminding valued accounts you 

—/*. appreciate their business. 







Write for free Portfolio of 
Customer Relations plans. 


SHAW-BARTON 


GERLACH-BARKLOW 


SALES OFFICES IN PRINCIPAL CITIES 
GENERAL OFFICES AND PLANT, COSHOCTON, OHIO 
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“We lost some business.” Since 
March, Whirlpool has been selling 
to anyone. No more than 30% of its 
dry-cleaning machines—a figure that 
holds true for other manufacturers 
—have gone to commercial cleaners. 
To help push sales, Whirlpool re- 
cently organized a department that 
scouts out likely locations, opens 
self-service stores, and then sells the 
whole package to investors. 

Norge, too, pushed its first ma- 
chines toward professional dry 
cleaners, though to a lesser degree 
than Whirlpool. Standard sells most 
of its machines to existing self- 
service laundries and feels it’s work- 
ing in a far from saturated area. 

ALD, Inc., has the most ambitious 
program, selling to commercial 
cleaners, investors, small business- 
men, and existing coin laundries. 
The company also is testing dry- 
cleaning-only stores in areas where 
the coin laundry market already is 
saturated. 

New directions. Most manufactur- 
ers now are beginning to carry self- 
service dry cleaning into relatively 
uncharted paths. One company, for 
instance, is dickering to install its 
dry-cleaning machines in filling sta- 
tions and in department store park- 
ing lots. Others are casting glances 
at such fertile but untapped mar- 
kets as motels, hotels, apartment 
houses, and the like. 

“The future of this concept is ab- 
solutely tremendous,” says Whirl- 
pool’s Crouse. “The only problem 
is to get the customer in the store 
the first time. I’d say right now less 
than 5% of the people even know 
about coin-operated dry cleaning.” 

Robert Bailey, executive  vice- 
president of ALD, agrees: “It took 
us 10 years to make the self-service 
laundry a part of America. How fast 
dry cleaning goes depends on how 
fast you can get the American public 
to use the facilities.” 


Ill. Roadblocks 


A more serious problem is increas- 
ing opposition from unions, com- 
mercial cleaners and launderers, and 
trade associations. 

Unions see self-service stores tak- 
ing jobs away from members. “It’s 
putting our people out of work,” a 
Chicago Teamster official declares. 
Ralph T. Fagan, president of the 
International Laundry, Dry Clean- 
ing & Dye House Workers Union, 
says: “There isn’t any question 
we've lost jobs to coin-operated 
laundries and dry cleaners. They’ve 
dug deeply into our membership.” 

Commercial cleaners. Professional 
cleaners have also been aroused 
by the trend. A year ago, Ben Rosen- 





field, director of Chicago’s Dry 
Cleaners Assn., saw self-service dry 
cleaning as “an expanded market 
for cleaning materials.” Today, 
Rosenfield attacks “irresponsible 
claims made by manufacturers of 
self-service dry cleaners.” He says: 
“Manufacturers are avoiding the dis- 
tinction between what is dry clean- 
ing and what is rinsing. Self-service 
machines don’t satisfy the standards 
for dry cleaning.” 

The National Institute of Dry- 
cleaning feels the ballyhoo about 
coin-ops has made the public more 
aware of dry cleaning, but argues 
that self-service stores can’t provide 
such professional services as spot 
removal and hand finishing. 

In the long run, commercial clean- 
ers expect to lose few customers to 
coin-operated — stores—particularly 
once the initial novelty has worn off. 
“Maybe they'll take 15% of our busi- 
ness but no more,” says Ralph 
Tucker, president of Chicago’s 
Leader Cleaners, a chain of com- 
mercial stores. Rosenfield puts the 
eventual loss at only 2% to 3%. 

Opposition has crystallized into 
pressure for local laws restricting 
unattended self-service stores. Argu- 
ments for such bills generally follow 
two lines: (1) It’s dangerous to op- 
erate heavy machinery or to permit 
use of toxic perchlorethylene with- 
out a full-time attendent, and (2) 
unattended stores breed crime, serve 
as hangouts for teen gangs. 

Legislation. To keep tabs on re- 
strictive legislation, self-service 
equipment manufacturers organized 
the National Automatic Laundry & 
Cleaning Council. “Attempts to 
regulate this industry are on the 
rise,” says C.S. Darling, the coun- 
cil’s executive director. Behind the 
attempts, he feels, are “a limited 
number of dry cleaners and unions.” 

Chicago has the most stringent 
ordinance, passed last July despite 
strong opposition—and occasional 
charges of payoffs—by local news- 
papers. The bill hikes license fees, 
closes_ self-service stores between 
11:30 p.m. and 6:30 a.m., and re- 
quires full-time attendants in dry 
cleaning stores and part-time at- 
tendants in laundry-only stores. 

New York City and St. Louis have 
passed similar bills. 

“These laws are not for the pro- 
tection of the public,” says Whirl- 
pool’s Crouse, “but for the protec- 
tion of selfish interests. We don't 
object to laws covering health and 
safety, but we are opposed to legis- 
lation of a restrictive nature.” 

Restrictive legislation, Crouse be- 
lieves, will slow down—but not stop 
—the industry. “You can’t stop 
progress,” he says. End 
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Fuller makes things move in the process industries 


The flow of profits in the process in- 
dustries depends increasingly upon the 
physical flow of dry bulk materials from 
place to place: from cars, trucks, ships 
and barges, into storage and out, through 
a complexity of in-plant operations. 

This movement, of itself, adds noth- 
ing to product value—yet can cost as 
much as the materials themselves. Cut- 
ting these handling costs—through the 
application of air—is a major Fuller 
function. Pneumatic conveyors move 


See Chemical Engineering Catalog for details and specifications. 


materials fast. They have a minimum of 
moving parts. They’re closed-in to keep 
both plant and product cleaner. They 
lend themselves readily to remote and 
push-button control. Through its inte- 
gration of facilities, Fuller engineers, de- 
signs, produces and erects pneumatic 
conveyor systems to handle dry pulver- 
ized or granular materials from alum to 


.zinc oxide, fly ash to green coffee beans. 


But basically, what Fuller moves is 
costs ... in the down direction. Fuller 


is qualified by long experience in the 
conveying of dry pulverized or granular 
materials to serve every segment of the 
process industries, from initial planning 
of systems to installation. In addition to 
four basic types of pneumatic convey- 
ing systems, Fuller also produces heavy 
process equipment like rotary kilns, 
mills, crushers as well as fans, blowers, 
compressors and dust collection equip- 
ment. Write today for more details 
about Fuller services. 
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FULLER COMPANY ¢ 180 BRIDGE ST. ¢ CATASAUQUA, PA. 
SUBSIDIARY OF GENERAL AMERICAN TRANSPORTATION CORPORATION * OFFICES IN PRINCIPAL CITIES 


FULLER DIVISIONS 
Dracco * Lehigh Fan & Blower * Traylor Engineering & Manufacturing * Sutorbilt Corporation 
















































































Auto tires find 
new sales outlets 


And the smaller independent tire makers and distributors 











are gaining ground on the trend, selling even in 





The tire business, historically one of 
the most competitive of all indus- 
tries, is getting even more so—but 
this time it is the giant producers 
that are feeling the pressure. 

In what some think may develop 
into a real distribution revolution, 
here are a few of the things going 
on today: 

= Some of the smaller independ- 
ent producers and distributors are 
kicking up their heels, taking a 
growing share of a bigger market. 

# New outlets are opening up for 
distribution, including a sharp rise 
in the number of department stores 
selling tires-—with more on the way. 
Even the old 5 & 10s are in the act. 
And the first food supermarket “au- 
to center” opened during the sum- 
mer, with tires as the principal item 
in the new unit. 

« Finally, private brands are mul- 
tiplying. This has long been a trend 
in the industry—until today Sears, 
Roebuck & Co.’s Allstate brand, ac- 
cording to a recent survey, ranks 
third behind Goodyear and Fire- 
stone brands. Now small chains of 
10, 20, or 30 stores are offering 
tires with their own brand names. 


1. Hot competition 


You don’t have to look far to see 
just how competitive the tire busi- 
ness is. In any daily newspaper or 
national magazine, you can read the 
screaming claims made by _ the 
manufacturers. It got to the point 
where superlatives piled on superla- 
tives, until the industry agreed with 
the Federal Trade Commission to 
call a halt. Even so, companies still 
publicly accuse each other of engag- 
ing in misleading advertising. 

Paring prices. Despite higher 
costs, including labor’s last two an- 
nual wage boosts, the big companies 
have held firm to their old price 
lists, even cutting prices to meet 
at order competition last Decem- 

er. 


Besides this, an auto owner bent 
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food and department stores. Private brands are gaining, too 


on doing a little shopping usually 
can win some kind of discount. In 
truck tires, nobody ever pays the list 
price. 

For all the ad claims it is price 
that moves the merchandise. By their 
sheer size, the industry’s major man- 
ufacturers—Goodyear, Firestone, B. 
F. Goodrich, and U.S. Rubber— 
lead in pricing, since it would be 
folly for a smaller company to boost 
prices on its own. 

Two markets. The tire business is 
split in two—original equipment 
and the replacement market. Original 
equipment, called first-line tires, is 
good business even though it yields 
low profit. For one thing, the extra 
volume pays a good part of the 
overhead; for another, the prestige 
factor is important, and many motor- 
ists buy the brand that came with 
the car. So far only the Big Four 
plus General Tire & Rubber Co. 
share the original equipment mar- 
ket. 

That leaves the replacement mar- 
ket—with an annual volume of about 
$2-billion and 70-million units—as 
the battleground between the majors 
and the minors. 

In this market, there are four 
grades of tires: premium (selling 
anywhere from 10% to 100% above 
first-line original equipment tires), 
first line, second line, and_ third 
line. 

Besides these shadings of quality 
and price, there is the battle of the 
fibers—rayon (which pushed out cot- 
ton) and nylon. Nylon has taken a 
big share of the replacement market. 
hopes eventually to crack the original 
equipment market. 





Il. Peculiar product 


With all the grades, sizes (espe- 
cially with the wide variety of wheel 
sizes in today’s auto market), and 
materials, the competition for atten- 
tion of the consumer becomes fierce. 
Today only 17 producers of tires 
are still in business, compared with 
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Producing iron is an important Shenango function 


For more than a half a century, Shenango has been producing iron in its once pioneer 

(now modern) blast furnaces in the Shenango Valley at Sharpsville, Pennsylvania. 

To feed these furnaces, Shenango takes ore from its own mines on the Mesabi Range 

in Minnesota and transports it through the Great Lakes in its own fleet of ore carriers. 

It also supplies coke from its own coke ovens. This is unusual, since Shenango is 

not a steel company. Some of the ore, coke and iron is sold to large and small steel iron ore pig iron and coke 
producers and foundries. The rest goes into the making of ingot molds and stools and 

centrifugal castings which are important parts of Shenango’s business. 


ingot molds and stools centrifugal castings 


the 
FURNACE COMPANY 


Oliver Building, Pittsburgh, Pa. 
Plants at Sharpsville, Pa.; Dover, Ohio; Neville Island, Pittsburgh, Pa. 


lake transportation 
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were 
Various industries know us by various names. k r OW | 
By housing developers, contractors, engineers, 
we’re spoken of as “Smith & Loveless”. y mM a rm y 


And with high regard. For our products make many of 

their projects easier... and less costly to complete. 

As Smith & Loveless, we’re the largest manufacturers ni a vn a oe 
of factory-built sewage lift stations in the world. 

And our sewage treatment plant, the “Oxigest”’ is fill- 

ing a principal need for small subdivisions, motels, 

schools and factories in areas where it is impractical 

or impossible to connect with municipal sewerage sys- 


tems. The “Oxigest” is a completely factory-built unit. 
Factory-tested. Delivered to the site ready to install. 


Smith & Loveless sewage lift stations and sewage 
treatment plants are everywhere... throughout the 
United States. In Canada, Europe, and South America. 


Look to Smith & Loveless to help solve your sewage 
problem. And, as with any job turned over to the Union 
Tank Car Companies, it will be handled with skill, speed 
and economy. 


For the past 50 years, the Union Tank Car Companies 
have treated, produced, converted, stored and trans- 
ported almost every kind of fluid. And our water 
softening, storage, and conditioning services meet the 
important needs of consumer, community, and industry. 








Your inquiry will be most welcome. 


Smith & Loveless is one member of the Union Tank Car group of 
companies, each serving industry in a host of specialized ways. 


JNION 


ANK CAR 


Graver Tank & Mfg. Co. * Graver Water Conditioning Co. COMPANIES 
Bulk Terminals Company * Phoenix Manufacturing Company 228 North La Salle Street, Chicago 1, Illinois 
Products Tank Line of Canada, Ltd. * Refiners Transport & Terminal Corporation * Smith & Loveless 
Union Overseas Company ° Getz Bros. & Co., Inc. * The Lindsay Company * Union Tank Car Company 




















200 or more before and after World 
War I. 

Despite all the competition, some 
in the industry, like Gerard W. 
Brooks, U.S. Rubber Co.’s director 
of tire marketing, think the industry 
is 15 years behind the times in mar- 
keting. 

For one thing, Brooks thinks tires 
are like no other product, because 
the consumer just doesn’t want to 
buy them. “There is no impulse 
factor in tires,” Brooks says. “There 
is only the emergency factor.” 

For this reason, he thinks tire 
sales and service facilities must 
proliferate. That’s why U.S. Rubber 
launched a store-building project of 
its own outlets, rejoining Firestone, 
Goodyear, and Goodrich, each of 
which has hundreds of owned-out- 
lets for all kinds of merchandise. 
But Brooks thinks the department 
stores and junior department stores, 
such as J.J. Newberry Co., are go- 
ing to have a major impact on the 
industry. 


i111. Healthy minor 


Meanwhile, the minor producers 
are making gains by catering to the 
traditional independent dealers and 
jobbers. An outstanding performer 
is Mohawk Rubber Co., 11th in 
sales among publicly owned tire 
producers. Now in its 49th year, 
Mohawk began to move about five 
years ago. Volume more _ than 
doubled, from $15-million in 1956 
to an estimated $35-million in 1961. 
Profits jumped from $370,000 in 
1956 to a projected $1.5-million in 
1961. 

All this was achieved without the 
benefit of the diversification so dear 
to the hearts of the majors since 
World War II. Mohawk has stuck 
to tires. 

Emphasis on selling. Henry M. 
(Hank) Fawcett, who succeeded his 
father-in-law, Ray E. Bloch, as presi- 
dent, gets the credit for Mohawk’s 
revival. Inexperienced in the tire 
business and only 41 now, he never- 
theless had some old-fashioned ideas 
about merchandising. 

“To sell tires,” he says, “you have 
to knock on doors. In our case, it 
is the dealers’ doors.” 

In the first half of this year, his 
company has added an average of 
175 dealers a month, mostly inde- 
pendents, to its distribution system. 
“We are constantly trying to figure 
out ways so dealers can increase 
their sales and make more money,” 
he adds. 

In the past year Mohawk has been 
particularly successful in getting 
dealers to promote the cheaper 
second-line tires, then trading cus- 
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Henry Fawcett has led Mohawk Rubber 
Co. to a fast rise in the last five years, 
by backing independent dealers. 


tomers up to the better-profits pre- 
mium grade. The result is that 20% 
of Mohawk’s sales volume is in top- 
grade tires, an unprecedented figure 
for the industry. 

People like Fawcett and Brooks 
of U.S. Rubber think that a tire, of 
all things consumers buy, is some- 
thing people know little about. 
Brooks describes tires as a product 
requiring “belly-to-belly selling.” He 
adds: “The independent dealer still 
can do a better job of selling tires 
if he will just get out and mer- 
chandise and develop a reputation. 
If he does that, he’ll never be pushed 
out of business by any group or 
outlet.” 

Mohawk’s rejuvenation _ started 
with the 1956 acquisition of a former 
war plant in West Helena, Ark., 
through the state’s Industrial De- 
velopment Commission. Fawcett be- 
lieves the converted plant is still the 
most highly automated factory in .a 
business where automation is hard 
to achieve. 

With that production, Mohawk 
concentrated on the Southwest as 
a market, though it does. distribute 
nationally with the added produc- 
tion from its Akron plant. Now 
Mohawk plans to take a_ serious 
crack at the East, where it is look- 
ing for a plant site, with hopes for 
a new automated plant by 1963. 


IV. New outlets 


Mohawk demonstrates that there 
is room for the smaller producer. 
There is also evidence that there is 
room for the hard-driving independ- 
ent distributor who can take ad- 
vantage of the changing character 


of retail outlets, in which all kinds 
of merchandise are now sold virtu- 
ally under one roof—from food to 
appliances. 

One example is Vanderbilt Tire 
& Rubber Corp., New York mar- 
keting organization. The old Van- 
derbilt name and molds _ were 
acquired by Harold Leitman in 
1950. He began marketing tires 
through department stores, now has 
agreements with Macy’s and Bam- 
berger’s in the East, May Co. on 
the West Coast, Wieboldt’s in Chi- 
cago, Richard’s in Miami, the Cres- 
cent in Spokane, and Meier & Frank 
in Portland, Ore. 

In all he has 40 major auto cen- 
ters, with 20 more due soon. Leit- 
man thinks he'll have the largest 
separate tire outlet in the country 
when his 16-bay Macy’s outlet opens 
in White Plains, N. Y., in December. 

Vanderbilt’s tires are built by 
U.S. Rubber, Dunlop, and Cooper 
Tire & Rubber Co. It leases the 
department store space and uses 
its name, advertising rates, and 
credit facilities. The store gets a 
percentage of sales. 

Two new fields. Now Vanderbilt 
is invading a new field. A few 
months ago it signed marketing 
agreements with Neisner Brothers, 
Inc., and J.J. Newberry Co., variety 
chains. Its tires are being sold in 
50 Neisner and four Newberry 
stores. 

But Leitman thinks Vanderbilt’s 
biggest untapped market is the su- 
permarkets. This summer he opened 
the first auto center in conjunction 
with Food Fair Stores, Inc., at Erl- 
ton, N. J., just outside of Philadel- 
phia. At least five more Food Fair 
auto centers are scheduled to open 
before the end of 1961. 

Doing likewise. Vanderbilt isn’t 
alone in developing offbeat outlets 
for tires. Among the majors, Good- 
rich has five “car care centers” at 
department stores, with three more 
to be ready by yearend. General 
Tire is the only other major with 
a department store tie-up, but the 
rest are watching the market. 

Among smaller companies, Mans- 
field Tire & Rubber Co. took over 
Abel Corp., Columbus marketer, a 
few months ago. Abel claims it is 
the biggest merchandiser of tires 
through department stores with 
leased departments in 52 stores in 
principal cities and an additional 
18 units scheduled to open in the 
next year. 

So far, the department-store type 
of tire distribution is only about 4% 
of total replacement sales, accord- 
ing to a recent survey. But even that 
is a healthy gain from the estimated 
3% last year. End 
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FTC assails suggested list prices 


Agency charges that figures set by Regina Corp. are 
fictitious, and can be used to delude the 
consumer. Company defends its list as a fair estimate 


The Federal Trade Commission last 
week began its most determined 
attack yet on a venerable practice: 
the use of manufacturer’s suggested 
retail prices. 

The issue is whether the sug- 
gested list prices of Regina Corp., 
maker of electric floor polishers, 
brooms, cleaners, and the like, are 
fictitious, as FTC charges, and 
whether such prices can be used to 
mislead consumers and unfairly di- 
vert sales from competitors. 

FTC hearing examiner Herman 
Tocker heard arguments in New 
York City on what may prove to be 
a precedent-setting case. The agen- 
cys prosecuting attorney argued 
that a manufacturer that furnishes 
list prices that are exaggerated or in 
excess of the “usual and customary” 
selling price is indulging in a de- 
ceptive practice under Section 5 of 
the FTC Act. A retailer may adver- 
tise a list price of $50, say, along 
with “our low price” of $35, when 
$35 represents the going market 
price. The consumer thinks he is 
getting a bargain when he is simply 
paying the going rate. 

‘Customary.’ The prosecutor said 
he was not attacking list prices per 
se but that it is a manufacturer’s 
responsibility to see that the lists 
are not misused. If FTC upholds the 
charges, though, the effect would be 
to knock suggested list prices dead. 
If the only list price that is accepta- 
ble to FTC is one that reflects the 
usual price, the manufacturer would 
have to throw in the towel. As Re- 
gina’ counsel argued, there is no 
“usual and customary price” in to- 
day’s competitive market. 

Regina held that the suggested 
list price represents the manufac- 
turer's estimate of a fair price. It 
provides a guide for distributor, re- 
tailer, and the public as to a prod- 
uct’s value. Regina pointed out that 
car dealers must by law tag their 
wares with manufacturer’s list—an 
argument that the hearing examiner 
would not allow on the grounds. that 
cars were a special case. 

FTC has attacked suggested list 
prices before, but in most cases it 
has aimed at retailers. Last March 
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the commission took the battle to 
the manufacturer—and won the first 
round—in a case involving Balti- 
more Luggage Co. But Baltimore 
Luggage ticketed some of its prod- 
ucts with its prices; Regina does not. 
Baltimore Luggage is appealing. 
Warning. Consumer Reports, pub- 
lished by Consumers Union of U.S., 
Inc., has been carrying on an inter- 
mittent warfare against “phoney” or 
“fictitious” lists for some time. Three 
years ago, FTC put out Guides 
Against Deceptive Pricing [BIW Oct. 
18°58,p34]; it warned that compari- 
sons of prices should not be used 
unless the savings claimed are true 
ones, based on the market price. 
This summer, too, Daniel J. Mur- 
phy, director of FTC’s Bureau of 
Deceptive Practices, told Electrical 
Merchandising Week, a McGraw- 
Hill publication, that any suggested 





' list price was suspect—except the 


price that “accurately reflects the 
actual selling price in the area where 
it is published.” 

A survey by Electrical Merchan- 
dising Week, published in its July 31 
issue, showed that many manufac- 
turers have backed away from sug- 
gested list, mainly on the grounds 
that by now it is meaningless. Regina 
Pres. Lannon F. Mead testified, 
though, he knew of no competitor in 
his field who did not use it. 

Some makers of small appliances 
—General Electric Co., for one— 
have tried to grant advertising al- 
lowances only to dealers who did 
not stray too far below suggested 
list in their advertising. Sunbeam 
Corp. told dealers they might lose 
their dealerships if they advertised 
too far below list price. Last week 
Mead conceded that some retailers 
who compared list price with their 
own lower prices in their ads “un- 
doubtedly” had received allowances 
from Regina. 

Experts called. To defend its stand 
that its prices are not fictitious, 
Regina called on Neil H. Borden, 
professor of marketing at the Har- 
vard Business School, and Mort 
Farr, veteran appliance dealer and 
chairman of National Appliance & 
Radio-TV Dealers Assn. 


Both upheld the view that the 
manufacturer’s list gives the con- 
sumer a yardstick to value, a yard- 
stick needed in appliances because 
an inexpert public can’t tell by look- 
ing whether one product is better 
than another. Borden testified that 
Regina’s prices are in line with his- 
torical practice; they build in a profit 
that, according to NARDA, the aver- 
age distributor and dealer need. 

On the key issue of deceptive 
practices, Regina argued that if the 
prices aren’t fictitious, they aren’t 
misleading. Borden testified that a 
“few gullible” consumers might con- 
strue the list as the going price, but 
most consumers by now understood 
the list as an estimate of value. 

You can, Mead agreed, arrive at a 
price simply by figuring costs, add- 
ing something for profit, and letting 
it go at that. But practically speak- 
ing, a manufacturer works backward, 
from retail. He determines at what 
prices products are moving, puts into 
his product what he can at that price 
to enable it to compete, and allows 
for some profit all down the line. 

Varying goals. Whether a retailer 
takes the full markup depends on 
what he is after. He may want traffic, 
Borden pointed out. Then he may 
whack his price to cost or lower. 

In setting a retail price, FTC’s 
lawyer pointed out, the manufacturer 
may well reach for that fuzzy target 
of what the market will bear. Set a 
list high enough, and there’s a wide 
area for bargaining and deals. Mead 
admitted he had seen “horrendous 
lists” on some products. Regina ar- 
gued, though, that a reputable manu- 
facturer can’t set his sights too high 
—nor will competition let him. 

What would happen if list prices 
were thrown out? Mort Farr said 
he wouldn’t know how to price. “I 
could call up competitors,” he said, 
“and be charged with collusion.” 

With or without lists, competitive 
pressures will rule the market. Profit- 
hungry retailers will charge what the 
market will bear—or slash prices, for 
their particular ends. But Regina has 
no mind to serve as a guinea pig. “If 
the decision goes against us, we'll 
appeal all the way,” Mead said. End 
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THE ECONOMICS PATTERN 


When too much is not enough 





Economic theorists ordinarily view the world as a gray 
but orderly place, inhabited by rational but bloodless 
creatures called Entrepreneurs, Producers, Workers, 
Government, Consumers. 

Of all these phantoms, Consumers are regarded by 
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Consumption is hard work, filled with risks and uncer- 
tainties; and the competition is intense 


the economic theorist as the most passive, most pre- 
dictable. Program an extra dollar into a Consumer, 
and he will spend 93¢, save 7¢, give or take a few mills. 
Raise the price of meat, cut the price of potatoes, and 
he will eat less meat, more potatoes. 

Veblen’s theory. Back around the turn of the cen- 
tury, a maverick economist named Thorstein Veblen 
wrote a book called The Theory of the Leisure Class, 
in which he sought to show that this picture of the 
rational Consumer was not in accord with the facts: 
Let a Society Lady wear a feathered boa, and Work- 
ing Girls would also wrap feathered boas around their 
necks, at far greater cost than machine-woven scarves. 
Raise your price for food and drink and service at a 
fancy restaurant, and Snobs of various degrees would 
beat a path to your gilded door, and bribe their way 
past the maitre dhotel guarding your velvet rope. 

The economists took note of Veblen’s Conspicuous 
Consumers, but ignored them as stupid and trivial 
exceptions to the general pattern of “rational” con- 
sumer behavior. This may have been a defensible posi- 
tion in a world where, for most Consumers, meat and 


potatoes, overalls, lunch pails, and a Ford in any color 
as long as it was black constituted the archetypical 
consumer goods, rather than feathered boas or diamond 
stickpins. 

That world has been disappearing for a long time— 
as income and leisure and mass communications have 
grown. In a sense, the postwar world has become one 
in which everyone has graduated either to the Leisure 
Class itself (a misnomer, since at least the male mem- 
bers of the class generally work most of their waking 
hours) or to an income level where he can afford to 
emulate the Leisure Class, and its fashions. 

All-encompassing. In the brave new world of mass 
consumption and mass emulation, virtually all goods 
become, in effect, Veblenian conspicuous consumption 
goods—subject to the whims of style and fashion. This 
change is unlikely to shock Detroit auto producers, who 
have employed the annual model change so long that 
they have begun to wonder whether Volkswagen’s oppo- 
site ploy of no-annual-model change mightn’t have more 
chic. Nor will it come as a surprise to Madison Avenue 
or its critics or its clients or its targets. 

Nevertheless, the news does apparently come with a 
jolt to economic theorists. They are faced with the 
annoying task (now 
that a few pioneers 
have noticed what's 
been going on in the 
market place) of re- 
building the theory of 
Consumption to take 
account of the fact that 
nearly all goods are 
luxury-type goods, and 
that Consumers do not 
act on the basis of 
price alone. 

Matter of fashion. 





One of the first of 
these economic pio- 
neers to notice the 


change is Prof. Dwight 
E. Robinson, of the 
University of Washing- 
ton, who writes, in the 
current Quarterly Journal of Economics, that, though 
fashion is “the subtlest and most volatile form of 


The case of accidentai bilateral 
value destruction 





Ina mass-consumption economy, everybody and everything mst be different as well as the same 
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luxury,” and the most difficult to understand, the econ- 
omist must nevertheless turn to fashion, especially 
fashion in dress, if he is ever to win “an acute percep- 
tion of non-necessitous expenditure.” For, as another 
pioneer investigator, Quentin Bell, has observed, the 
role of fashion in dress is to the economics of consump- 
tion what the study of Drosophila, the fruit fly, is to 
the science of genetics. 

Businessmen and marketers may laugh when Prof. 
Robinson sits down to play upon the theory of fashion 
demand, but they may be surprised to discover that he 
has some dazzling and enlightening thoughts to offer. 
What his theory comes to is this: The essential role 
of fashion is to create scarcity. It does this by a process 
of speedy change: What’s new must, for a time, be 
scarce. Fashion change is not a process that is foisted 
on society simply by the machinations of wily clothing 
manufacturers, auto producers, or advertising men; it’s 
also demanded by consumers. 





Social mobility tends to increase interclass competition in 
consumption 


Feeding the ego. Consumers demand fashion changes 
in order to make the supply of goods scarce and so 
gratify their egos. Possessing goods that are scarce, or 
even unique, serves the ego of most people very well; 
for some it is the possession of a mink or a Dior dress, 
for others a Rembrandt or a Miro painting, for others 
a diamond tiara or an Alfa Romeo. 

But not everybody is rich enough for Dior originals 
or Alfa Romeos, even in an affluent society. Indeed, 
the problem of finding goods that are scarce becomes 
much greater in a society in which most people have 
incomes to support a standard of living well above a 
bare survival level, and in which chemistry can syn- 
thesize excellent substitutes for the scarcest materials, 
machinery can mass-produce cheaply the once rarest 
and most painstakingly made products, such as fine lace; 


and the newspapers, magazines, movies, and television 
can quickly spread the tidings of what “the best people” 
--the people vou admire and emulate whoever you 





are—are wearing, reading, drinking, driving. You may 
not be able to get their unique goods, but modern 
production and merchandising can imitate them fast. 

Emulation becomes the force that makes the econ- 
omy—indeed the culture itself—spin round. Producers 
and consumers are caught up in a race to locate the 
new model of taste, with Producers seeking quickly to 
imitate it, and Consumers to acquire it before it has 
lost its scarcity value. To some, this is a form of idiot’s 
delight. But Prof. Robinson considers that, as surely 
as all cultures have developed their characteristic 
modes of expressing humanity’s “impulsions toward 
activity,” ours has found its own mode “in the great 
purpose of improving the standard of living (includ- 
ing luxury) through technical and scientific advance” 
—to which it has added “the unending refreshment of 
novelty in design.” The quest in the mass-production 
economy is for more goods that are unique. 

What’s unique? Since goods like those the best 
people have can be imitated fast and cheaply, and in 
tremendous number, it gets harder and harder to keep 
the unique unique or the scarce scarce. The Colonel's 
Lady and Judy O’Grady are sisters not only under the 
skin but on top of the skin as well. At any rate, Judy 
can get a reasonable facsimile for $10.95 of the dress 
that cost the Lady’s Gentleman $300. The quest for 
honorific scarcity becomes a full-time venture, and a 
nerve-wracking and subtle operation for Consumers; 
and Obsolescence comes all too fast to suit even the 
allegedly rascally Producers, whose new models may 
become unscarce and therefore undesired—long before 
the model year is over—and necessitate a speeding up 
of the expensive redesign and retooling process. 

The shock of this wild and rapidly changing world 
of fashion is even greater for the economist. For, as 
Prof. Robinson nervously notes, “if the economist comes 
to admit into his deliberations the actively rarity- 
minded consumer which fashion theory requires, the 
discipline may well undergo a readjustment of quasi- 
Copernican proportions.” 

This great intellectual jump probably lies at least 
a couple of generations ahead—by which time we may 
again be faced with an economy of extreme physical 
scarcity caused by war or the population explosion— 
and the old economics will again be valid and no one 
will have to treat the Consumer as though he were 
a human being, foolish, proud, snobbish, insecure, 
egoistic, whimsical, mercurial, and, as everybody in 
the garment industry knows, impossible. 





We have witnessed an acceleration of trickle-down by mass communications 
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Economic effects 
of Berlin crisis 
begin to appear 


Kennedy picks 
his administrator 
for foreign aid 


International outlook Bit 


September 23, 1961 


Not all the economic side-effects of the Berlin crisis have been felt as yet. 
In Western Europe, the strain has been taken by the stock markets, which 
have been fairly hard hit. In the U.S., the chief result has been a growing 
fear of inflation. 

Soon, though, you may be hearing about the cost of Berlin to our balance- 
of-payments position. The measures taken so far to strengthen U.S. forces 
in Germany will add about $200-million a year to our overseas military 
spending. If all the planned measures go into effect, the extra outgoing 
payments may run at a rate of $350-million a year. 


This wouldn’t be anything to worry about if the U.S. could count on a 
strong payments position in 1962. But the prospects aren’t very bright. With 
the U.S. economy rising fast, it’s almost certain that the U.S. trade surplus 
will have shrunk considerably by next spring. Exports already are dropping 
off, and imports are climbing. At the same time, U.S. companies plan to 
invest more than ever in European production facilities. 

By next spring, however, we should be able to count on the International 
Monetary Fund to relieve pressure on the dollar. In Vienna this week the 
U.S. has managed to get an agreement that would give the IMF larger 
resources and more flexibility in supporting the two reserve currencies, the 
dollar and the pound (page 30). 


Pres. Kennedy’s final choice for administrator of the new Agency for Interna- 
tional Development (AID) is Fowler Hamilton, New York international 
lawyer. 

Hamilton has no experience in the economic development field, but 
unlike some other Kennedy appointees he has had experience in govern- 
ment going back to 1938. He has held fairly high posts in the Justice 
Dept., the wartime Foreign Economic Administration, and our London 
embassy. 

According to the White House, Hamilton is no last resort choice. He 
was first in line to replace Allen W. Dulles as head of the Central Intel- 
ligence Agency when the latter retires. The urgent need to fill the top 
aid job led Kennedy to switch signals. 


The nomination of Hamilton, a Democrat, to run the foreign aid pro- 


gram should end one of the more confusing—and to aid officials demoral- 


izing—chapters of the administration. 

Henry R. Labouisse, Jr., head of the old International Cooperation 
Administration, first was slated for the job. Then the White House decided 
that he was too much the captive of career foreign aid officials, not tough 
or dynamic enough. Labouisse now is likely to be named ambassador to 
Argentina. 

Kennedy’s next choice was George D. Woods, chairman of the First 
Boston Corp. and a Republican. But Woods’ indirect involvement in the 
Dixon-Yates controversy raised a storm of criticism from liberal con- 
gressmen despite his long experience in international economic develop- 
ment. Woods then withdrew. 

The Hamilton appointment strengthens the position of Under Secy. of 
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New incentives 
for going abroad 


But businessmen 
take a hard look 


Development bank 
filling void 
in Latin America 
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International outlook continued 


State for Economic Affairs George W. Ball. Both men were recruited from 
the international law firm of Cleary, Gottlieb, Steen & Hamilton. 

Ball quietly has been divesting himself of day-to-day responsibility for 
foreign trade, aid, and financial policy. The word is that he wants to be 
free to step up into Under Secy. of State Chester Bowles’ job when the 
President gives the latter another assignment, as he still is likely to do. 
Having a trusted friend in the top aid post would make this easier for Ball. 


In the new foreign aid legislation, note the broadened inducements to 
get private investment moving into underdeveloped countries. Guarantees 
against political risks will be extended to cover losses from insurrection and 
revolution as well as from war, expropriation, and inconvertibility. “All 
risk” equity and loan insurance—including insurance against normal busi- 
ness losses—will be offered. Such guarantees will be limited, though, to 
$10-million per investment and to a maximum of 75% of the total invest- 
ment involved. 


It will take more than investment guarantees, however, to induce the 
majority of U.S. businessmen to put much new money into the under- 
developed countries. Executives are being soured by the general trend of 
events abroad and by the Administration’s development policy. 

Take Latin America. Never since World War II has there been less 
interest in this area among private investors—despite all the billions Wash- 
ington has promised to provide through the Alliance for Progress. Ask a 
businessman what’s wrong, and he'll point to the crisis in Brazil and to 
Administration efforts to sponsor revolutionary social change and state 
economic planning. 

These businessmen are highly displeased that the U.S. and Cuba were 
the two countries at Punta del Este that really talked up the need for 
revolutionary change in Latin America. They fear that attempts to lead 
orderly revolutions will get out of hand or lead to Cuban-style change. 


Part of U.S. businessmen’s uneasiness may be alleviated by the increasing 
importance of the Inter-American Development Bank (IADB). It is looming 
as the lending power in Latin America and the organization to coordinate 
the financial aspects of the Alliance for Progress. 

The bank’s chief, Felipe Herrera, is generally considered a sound and 
responsible banker. He is trying to fill the void in Latin American economic 
planning left by a lack of coordination between the Organization of Amer- 
ican States (OAS) and the U.N.’s Economic Commission for Latin America 
(ECLA), led by Raul Prebisch. 

OAS lost out when several of its economists quit last year in an internal 
squabble. Prebisch, an advocate of a strong role for government in economic 
planning, was turned down at the Punta del Este meeting on the Alliance for 
Progress when a group of large Latin American nations refused to support 
the ECLA plan for a unit to supervise planning and loan disbursements. 


IADB has the $400-million social development fund put up by the U.S. 
to start the Alliance for Progress, causing Latin American planners to look 
to it for loans. 
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How SEC market probe shapes up 


Commission, planning special staff of 50 for year-long 
‘study,’ shies away from term ‘investigation,’ 
but officials see it as first ripple in new reform wave 


Congress has authorized and is now 
voting money for the Securities & 
Exchange Commission to put to- 
gether a special investigating staff 
of about 50 lawyers, economists, in- 
vestigators, and statisticians (chart). 
This -group will spend all next year 
conducting an intensive probe of the 
securities markets. 

The way Chmn. William L. Cary 
and other SEC officials see it, the 
new investigation is the first ripple 
of what may turn out to be a new 
wave of reform. The last wave cul- 
minated in the enactment of the In- 
vestment Company Act of 1940. 

Speculative fever. Since that law 
was passed, the stock market—in- 
cluding the investment companies— 
has changed radically in size and 
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character. The SEC, with a smaller 
staff than it had before the war, is 
bogged down in rising floods of 
registration statements, proxy state- 
ments, investigations, inspections of 
investment companies and their ad- 
visers. 

At the same time speculative fever 
—much of it admittedly in new is- 
sues, small issues, and over-the- 
counter stocks—has reached propor- 
tions reminiscent of the 1920s. Chmn. 
Cary has told Congress that “we 
have one of the most frenzied mar- 
kets in the history of the country.” 

No one is_ predicting another 
1929-30 type of market collapse. 
Nevertheless, the congressmen who 
pushed through the investigation be- 
lieve that manipulation and market 


rigging is too widespread for Con- 
gress and the SEC to ignore it. 

The mere threat of the investiga- 
tion already has Wall Street walking 
on eggs. The New York Stock Ex- 
change, for example, is taking a 
closer look at market letters sent 
out by brokerage firms, the National 
Assn. of Securities Dealers is making 
new demands on its members to 
clean up their shops, and trading 
volume on the American Stock Ex- 
change, which has borne the brunt 
of attacks on market rigging, has 
fallen sharply. 

Nonpolitical. The resolution that 
led to the SEC study was spon- 
sored by Rep. Peter F. Mack, Jr. 
(D-IIll.). As chairman of the com- 
merce and finance subcommittee of 
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SARAN WRAP PROTECTS DELICATE 6LOss 


It’s the delicate gloss of freshly glazed candy that sells. It must be clearly seen and luxuriously presented by the pack- 
aging material. But, as any candy maker knows, hard candy must be packaged far in advance to meet four big selling seasons. 
It must run the “storage and distribution gauntlet’ between kitchen and counter. It must deliver impulse sales power. Saran 
Wrap* was used to solve this problem to the satisfaction—and profit—of the largest hard candy manufacturer in the world. 
Only Dow can focus such complete experience and control of manufatture on solving such a problem. Key difference— 
research thinking that produces packaging materials and ideas that succeed. Want a sample idea? Write Plastics Dept. 9, 
The Dow Chemical Company, Midland, Michigan. Saran Wrap... the superior moistureproof packaging film from Dow. 
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the House Interstate & Forei 
Commerce Committee, Mack held 
hearings on the subject in late June 
and July. 

Wariness of a “political investiga- 
tion” is one reason the job has been 
given to SEC, with a specially as- 
sembled staff. Congressional leaders 
feared that an investigating commit- 
tee of Congress might get out of 
control. The result was a decision 
for a more professional approach to 
investigating the stock market. 

Yet the findings may result in 
some fundamental changes in the 
way Wall Street operates. There is a 
possibility, for instance, that the 
SEC will recommend splitting off in- 
vestment banking functions—which 
include underwriting—from_broker- 
age. There will probably also be a 
call for stricter regulation of “insider 
activity.” 

A great deal depends on the man 
who heads the investigation. As one 
insider put it, “if he just wants to 
conduct a series of fact-finding sur- 
veys, he can keep himself occupied 
until doomsday without changing 
anything. If he wants to make head- 
lines, those are available, too. So 
there’s no telling in advance just 
which way the investigation will go.” 

SEC officials emphasize that while 
they are directed to conduct “a study 
and investigation,” they are making 
a point of calling the project a 
“study.” They shy away when they 
can from the criminal-hunting impli- 
cations of the word “investigation.” 


1. The investigators 


The new investigating staff will be 
set up as an SEC division to be 
called “the Division of Securities 
Markets.” 

Its director and staff are being 
recruited outside the civil service, 
for a number of reasons. One is that 
the group is supposed to be dis- 
banded after meeting the January, 
1963, deadline fixed by Congress for 
completing its reports and recom- 
mendations. 

Insiders say privately, however, 
that the investigators can’t possible 
finish by then. 

Broad. The charter given to SEC 
by the resolution is considered 
broad enough to cover the entire 
market—the exchanges, the over- 
the-counter market, operations of 
brokers and their salesmen, mutual 
funds, pension funds, and the like. 

The resolution directs the SEC to 
“make a study and investigation of 
the adequacy, for the protection of 
investors, of the rules of the national 
securities exchanges and national 
securities associations, including 
rules of the expulsion, suspension, 
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or disciplining of a member for con- 
duct inconsistent with just and equit- 
able principles of trade.” 

Top man. The new director charged 
with this job will be a “big name,” 
if Cary gets the man he wants. Cary 
is keeping his cards close to his vest 
until he gets the funds. The House 
has voted $350,000 of the authorized 
total of $750,000. The Senate was to 
act this week. 

Odds favor a college professor or 
president “or someone of that type.” 
Cary wants a man with sufficient 
stature to start off with the respect 
of Wall Street and Congress. If he 
is found, then his second man in the 
division would likely be someone 
with professional background in the 
securities markets. 

Although the idea is to get a man 
who stands at “arm’s length” from 
Wall Street, the SEC does not want 
someone who hasn’t a pretty good 
notion of how the markets work. 
Thus, it is not an easy job to fill. 

Important roles. In any case, 
Philip A. Loomis, Jr., long-time di- 
rector of SEC’s Div. of Trading & 
Exchanges—which has the year-in, 
year-out job of regulation—and 
Manuel F. Cohen, director of the 
Div. of Corporate Finance, will play 
a role in the investigation. 

Both men have been helping with 
the organization of the new investi- 
gating group, and their advice will 
be influential. Cohen has just been 
nominated by Pres. Keanedy to fill 
a vacancy on the SEC itself; this 
will give him a more powerful office 
from which to speak. 


Il. How they'll work 


Cary plans to have his investi- 
gators use normal SEC methods— 
questionnaires, interviews, digging 
through the books. Officials see no 
public rows to catch headlines; Cary, 
however, will file interim reports, 
which will put the investigation into 
the newspapers now and then. But 
public hearings haven’t been ruled 
out. 

The pattern may well be the pres- 
ent SEC investigation of the Ameri- 
can Stock Exchange, which grew 
out of violations by the specialist 
firm of Re, Re & Sagarese. The SEC 
sent out detailed questionnaires to 
exchange officials and members, and 
the information is being developed 
with public fanfare. The report is 
scheduled by yearend. 

Not exempt. The fact that this 
investigation will be over by year- 
end doesn’t mean the ASE will be 
free from probing by the new divi- 
sion. On the contrary, this first re- 
port is likely to lay the foundation 
for further investigation. 


This is apt to be true, too, of the 
study of investment companies being 
completed by the Wharton School 
of Finance and Commerce of the 
University of Pennsylvania under 
SEC contract. The report on the 
two-year study is expected to be 
published in the next few months. 


ill. What will be covered 


The investigation is directed spe- 
cifically at the New York and Ameri- 
can stock exchanges and the NASD, 
which act as agents for the SEC in 
policing their members. 

Officials of these organizations say 
their rules are stricter than the law 
or SEC requires. So the big ques- 
tions are: 

Where have these rules been 
proved inadequate? 

What new enforcement powers do 
these groups or SEC need? 

Where do the rules of the ex- 
changes fail to cover given situa- 
tions that obviously are evil? 

Spotlight. Some areas that will get 
a close going-over include: 

# The over-the-counter market. 
Lack of information about volumes 
and prices contributes to manipula- 
tion, and there will be much empha- 
sis on new issues, and the “after 
market”—what happens after the 
initial offering; the probers will look 
into pre-registration publicity, who 
places initial quotations, how prices 
are arrived at. 

« Brokerage standards, and the 
“triple standard” charged by one in- 
sider: “They act according to Hoyle 
in Big Board operations, play “Big 
Casino’ on the ASE, cut corners 
in the over-the-counter market.” 

* Branch offices and _ part-time 
salesmen—their vast increase, and 
the policing problem. The NASD, for 
instance, is supposed to supervise 
4,600 firms employing over 93,000 
salesmen, 22,500 of them part time. 
Question: Does NASD need more 
authority, perhaps subpoena power? 

# Broker-dealers who don’t keep 
proper books or don’t keep them up 
to date. 

* Mutual funds and investment 
companies—their arrangements with 
and fees paid to investment advisers. 
Also, the swap problem—that is, the 
tax-free exchange of stock for mutual 
fund stocks. 

# The use of credit, and how to 
regulate bank borrowing that gets 
around exchange margin require- 
ments. Also, the use of credit in the 
over-the-counter market, now un- 
regulated. 

« Insider trading rules and their 
enforcement. 

# Frauds in small issues and un- 
listed stocks. End 
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the State of California, in Sacramento, California, or at the First National Bank of Chicago, Chicago, 
Illinois, or at the First National City Bank of New York, New York, N. Y. Coupon bonds in $1,000 
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These bonds are authorized for the purpose of assisting California War Veterans to acquire 
farms or homes, the cost of which must be repaid to the State of California on an amortized 
purchase plan. 

These Veterans’ Bonds, in the opinion of counsel, will be valid and legally binding general 
obligations of the State of California, payable from ad valorem taxes to be levied against all 
taxable property therein, without limitation as to rate or amount. 








Price or Price or 

Amount Coupon Maturity Yield Amount Coupon Maturity Yield 

$2,600,000 5% 1963 2.00% $4,000,000 314% 1976 3.55% 
2,600,000 5 1964 2.25 4,000,000 3% 1977 100 
2,600,000 5 1965 2.50 4,600,000 3.70 1978 100 
3,000,000 5 1966 2.70 4,600,000 3.70 1979 100 
3,000,000 5 1967 2.85 4,600,000 35/5 1980 100 
3,000,000 5 1968 3.00 5,000,000 3/4 1981 100 
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3,400,000 3.40 1973 100 5,600,000 35% 1986 3.85* 
3,400,000 34 1974 3.45 5,800,000 354g 1987 3.85* 
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(Accrued interest to be added) 


*Bonds due 1983 to 1987 are optional for prior redemption on April 1, 
1982 or on any interest payment date thereafter at par and accrued interest. 


These Bonds are offered when, as and if issued and received by us, subject 
to an unqualified approval as to their legality by The Honorable Stanley 
Mosk, Attorney General of the State of California, and of Messrs. Orrick, 
Dahlquist, Herrington & Sutcliffe, Attorneys, San Francisco, California. 
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Wall St. talks... 


about Delta Air Lines, credit 
card merger talks, new 
medical fund, Firth Carpet Co. 


Shares of Delta Air Lines, Inc., sold 
off sharply this week to the 40 level 
(1961 high: 605s; low: 27%) on re- 
ports that it was contemplating an 
equity financing to pay for new jet 
plane equipment. Delta, which is 
one of the few airlines showing in- 
creasing earnings, refuses to say 
what it is planning, but some in- 
siders think that the premature dis- 
closure, which knocked down the 
stock price, may lead to second 
thoughts about a stock offering. 


Companies in the competitive credit 
card industry are jockeying for lead- 
ership. Diners’ Club, Inc., said it 
was talking merger with Hilton 
Credit Corp., which runs Carte 
Blanche, although Benno M. Bech- 
old, Hilton’s president, who had 
earlier been negotiating with Ameri- 
can Express, professed ignorance of 
any discussion. Both Amex and Din- 
ers’ seek Hilton because it offers the 
hotel chain (which provides 40% of 
Carte Blanche volume) and a big 
tax loss, but they have also been 
holding intermittent merger talks 
with each other. Meanwhile, Amex 
raised its fee for its card from $6 to 
$8 a year, which compares with 
Diners’ $5. 


Specialized mutual funds have had 
a tough go of it; several have folded 
into parent mutual fund groups. 
Nevertheless, there'll be a new one 
entering the field soon: Medical In- 
dustries Fund, which will invest in 
companies engaged in medical care. 
Sponsors think a medical fund can 
prosper, partly because of burgeon- 
ing medical costs, partly because of 
profits for companies providing 
medical goods and services. 


A proxy fight may be brewing at 
Firth Carpet Co. A group of stock- 
holders reportedly have been buying 
stock to try to block the proposed 
merger between Firth and Mohasco 
Industries, Inc. The companies 
agreed last month to a merger call- 
ing for one Mohasco share for each 
1% shares of Firth. The dissident 
group thinks this highly unattractive, 
since Firth is now selling at $7%. 
Mohasco under $10. 
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85-foot diameter radio telescope designed and built by Blaw-Knox 


ACCURACY: 


Accuracy requirements in aerospace 
have erased the frontiers of structural 
technology. Micro-measurements and 
millionth-part tolerances have become 
the order of the day. In this new era, 
the building of antennas and towers 
for communications and tracking de- 
mands a degree of technical precision 
and engineering skill that would have 
seemed fantastic a decade ago. Typical 
of such achievement is the project illus- 
trated here: a radio telescope, 85 feet 
in diameter. 

With nearly half a century of experi- 
ence in structural design and fabrica- 


47 years long... 
85 feet wide 


tion, Blaw-Knox brings to this field 
unique qualifications. Beginning with 
steel radio antenna towers as early 
as 1914, Blaw-Knox has since been 
commissioned to build antennas for 
practically every pioneer project in 
communications—radio towers for the 
Byrd expedition to the South Pole, 
FM broadcasting, aircraft radio range 
beacons, radar, television, radio as- 
tronomy, microwave and tropospheric 


scatter systems, and tracking antennas 
for satellites and missiles. 

The role of Blaw-Knox in space age 
communications is one more chapter 
in a long history of advanced engineer- 
ing, manufacturing and construction 
services to industry and government. 
Blaw-Knox excels, too, where the 
immediate aim is to increase the effi- 
ciency, the profitability of an enter- 
prise. Investigate these capabilities for 
your improvement or expansion pro- 
grams. Write for a copy of “This is 
Blaw-Knox.” Blaw-Knox Company, 
300 Sixth Avenue, Pittsburgh 22, Pa. 


Blaw-Knox designs and manufactures for America’s growth industries: METALS: Rolling Mills * Steel Process- 
ing Lines ¢ Rolls « Castings * Open Hearth Specialties * PROCESSING: Process Design, Engineering and Plant 
Construction Services * Process Equipment and Pressure Piping * CONSTRUCTION: Concrete and Bituminous 
Paving Machines « Concrete Batching Plants and Forms « Gratings * AEROSPACE: Fixed and Steerable 
Antennas ¢ Radio Telescopes * Towers and Special Structures * POWER: Power Plant Specialties and Valves 
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The growth facts of “the Queen City of the Rockies” may be seen on 
the chart above. A mile above the sea, Denver nestles against the 
eastern face of the mountains, beckoning industries that are look- 
ing ahead. 


Among Union Pacific’s industrial sites is a fully developed tract, 
about four miles from downtown. Union Pacific’s main line runs 
along the south border of the tract, and Denver’s east-west 
expressway will be built paralleling the north side. 


Some well known industries are already established in this tract. 
When you locate here you will have main line service to the east, 
and to all the west. First to bring rails to Denver, and a pioneer in 
bringing industry here, Union Pacific offers unsurpassed trans- 
portation. 


Locate your new plant 
in Denver, where 

the amazing growth 

in manufacturing value 
is 63.5% above 

the national average. 
Denver is one 

of America’s 
“growingest’’ cities 


Locate in the West—where 9 out 
of 10 industrial markets are out- 
pacing the national growth. 





For more detailed infor- 
mation on this or other 
sites in the West, see your 
nearest Union Pacific rep- 
resentative, or address 


Industrial Development Department 


UNION PACIFIC 
Reilrocel 


OMAHA 2, NEBRASKA 
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Growth stocks lead general decline 
as investors find big worries 


Stock prices dropped under selling pressure this week 
as investors appeared perturbed by the international 
scene and a feeling that Washington was taking an 
increasingly anti-business attitude. The declines were 
most marked in the growth stock group, which has been 
falling for some time, but it also affected the cyclicals 
and blue chip issues that in recent months have enjoyed 
an increasing amount of attention. 

According to those who follow the market’s technical 
action, the drop in prices may bring out still more sell- 
ing. Yet even the most bearish analysts see the current 
decline as both temporary and limited. Unless the Berlin 
crisis results in a shooting war or the domestic economy 
fails to maintain its strong uptrend, the prospect is that 
equity prices will reverse themselves and hit new highs. 

The next leg of the bull market is bound to be a selec- 
tive one. Investors are extremely sensitive to any unfav- 
orable developments. Honolulu Oil, for example, tum- 
bled sharply this week on news that the Justice Dept. 
had filed an antitrust suit against sale of its assets. Cop- 
per stocks were hard hit when scrap prices were cut. 

At the same time, there is demand for stocks that 
promise to do better than expected; Ford shot up this 
week because the acquisition of Philco seems likely to 
broaden its earnings base. 


Empire National and E. L. Bruce tie the knot 
despite objection to marriage terms 


The merger between Empire National Corp. and E. L. 
Bruce Co. went through on schedule this week after a 
suit, brought by C. Arthur Bruce to prevent a share- 
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holder vote, was thrown out as invalid. Bruce, who 
was chairman of E.L. Bruce and held some 5% of its 
stock, had charged that the terms of the merger, call- 
ing for an exchange of 2% shares of Empire for each 
Bruce share, were unfair; he was opposed by the entire 
Bruce board, including the president, his brother Ed- 
win L. Bruce, Jr. ; 

It’s expected that Bruce will now demand an inde- 
pendent appraisal of the merger terms, the usual pro- 
cedure for a dissenting stockholder. This means he 
will eventually get cash for his shares. But whether he 
will do better than the announced terms is problem- 
atical. As far as Empire is concerned, it will mean less 
dilution if cash is provided instead of stock. 

In the market, Bruce’s suit had little impact. Em- 
pire, which trades on the American Stock Exchange, 
sold in the 28-30 range this week; and Bruce, which is 
thinly traded (Empire holds over 81% of the 314,600 
shares outstanding), was quoted at 53 bid, 60 asked, in 
the over-the-counter market. 


Competition for California issues raises 
questions on traditional sales pattern 


The traditional way of selling municipal bond issues 
was under attack this week. In the wake of two suc- 
cessful distributions of $200-million worth of California 
bonds within a month by William S. Morris & Co., a 
small and new New York bond house [BI Sep.1661, 
pll1l1], underwriters questioned whether more compe- 
tition is needed in big issues and, further, whether 
current selling tactics are outdated. 

Morris proved that an alert bidder could compete 
with the single-bid approach for big issues—that is, 
with a big underwriting and selling group mustered 
under a single manager. In Morris’ case, he bucked 
the Bank of America twice—with the help of computers 
in figuring his bid. 

Some dealers now think that Morris’ success will lead 
other houses to compete more actively. So far this year, 
aside from the two California issues, there have been 
11 issues of $50-million or more each. Seven of these 
received only one bid, one got two, three others were 
sold through negotiation. Indications that more com- 
petition is on the way came with the entry of Glore, 
Forgan & Co. as a bidder for $100-million of Ilinois 
bonds to be sold next week. Glore, Forgan will bid 
against the traditional account headed by Chicago's 
big banks. 

Morris’ selling methods may also get a quick test. 
Normally, underwriters give their salesmen a specified 
number of hours to gather orders—which have equal 
priority when they are filled. Morris, though, employed 
a broker, Drake & Co., to accept orders on a first-come, 
first-served basis. Both issues sold out quickly. 

Morris made dealer participation attractive by grant- 
ing discounts of % to 1 point ($10 on each $1,000 
bond). Trade discounts normally run smaller. This 
shrank Morris’ profit to $600,000 from the $1-million 
he made in selling the August issue. 
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Red team’s president, Jack Avins... 


7 


Jerome Barnum, himself playing a role, 
phones one of the participants. Such 
calls he terms “action triggers.” 
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holds staff meeting and answers phone calls under eye of TV camera (above) < Jeron 
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Putting executives 
in the goldfish bow! 


With closed-circuit TV and group analysis, top men at RCA 
are observed as they react to simulated problems. The 
idea is not to judge the men but to make them better managers 


Ten executives of Radio Corp. of 
America’s RCA Laboratories Div. 
last week abandoned their campus 
environment in Princeton, N. J., for 
a garish motel in Westchester 
County, N. Y. There, they moved into 
an executive suite of converted bed- 
rooms and took on the staggering 
problems of the mythical Research 
& Development, Inc. 

While wrestling with a host of 
simulated management situations, 
they often seemed to forget they 
were play-acting. Fake memos and 
letters were carefully answered or 
disgustedly assigned to the trash 





basket. Telephone calls and _ staff 
meetings with other thespian execu- 
tives provided personality clashes 
and a struggle for influence. A “hys- 
terical” secretary seemed to bring 
real concern to the faces of some 
participants. 

All the while, as in George Or- 
well’s 1984, Big Brother was watch- 
ing over closed-circuit TV and 
making notes of what each man did 
(pictures). In this case, Big Brother 
was Jerome Barnum and his team 
of management consultants and in- 
dustrial psychologists. Their pur- 
pose was not to reward or punish 


BUSINESS WEEK September 23, 1961 





k 


e 


Pe ee en ae ee oe oe 


a> mee 


~~ 


— “Sp 





€) and jerome Barnum, consultant who set up the simulation. Screen at right shows... blue team’s president, George Morton 


but to learn enough about each 
executive’s strengths and weak- 
nesses so they could help him be- 
come a better manager. yf 4 a ;  iacisaaapenreyrenpteg’ 

Concentrated experiences. Last (™eAKI | wg hn View ei TEE, 
week’s program was the third within Ge ‘ 17 “a 
a year that Barnum has put on for 
the top brass of the RCA Labora- 
tories Div. His consulting firm, 
Jerome Barnum Associates, ran one 
other session for a West German 
company. 

Few of the elements of what he 
calls “experience compression” are 
new to management training spe- 
cialists or psychologists, but the 
package is certainly novel. 

At its simplest, the Barnum pro- 
gram uses the familiar in-basket, 
out-basket technique to see how the 
executive handles problems that 
come over his desk in written form. 
In addition, the daily briefings for the 
participants on the situation at their 
fictitious Research & Development 
Inc., provide much the same learn- 
ing experience as the case method 
approach that was pioneered for 
management training at the Harvard 
Graduate School of Business. , wid 

On the psychological side, the , ™ a 
executives engaged in various role 
playing situations as they acted as Private evaluation session, the morning after their turn as presidents, brings 
members of R&D, Inc.’s manage- together Avins (far left) and Morton (far right) for review by Barnum, facing 
ment (psychologists can learn a lot camera, and Dr. Gilbert David, second from left, an industriab psychologist. 
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Give... 
WORLD 


| CHAMPION, 





Give Lake to Lake’s famous, 

World-Champion quality ched- 

dar cheese in mild, mellow-aged 

and sharp, to please every taste! 

Prices range from $3.00 to $15.00 
Per gift assortment, postpaid. 


Awards and Accolades 
% 1958-1959—U.S. Champion 
Nat’] Dairy Congress, Waterloo, Ia. 
% 1959-1960—Gov,.s Sweepstakes 
Wisconsin State Fair 
% 1959—Gold Medal Winner 
Los Angeles County Fair 
% 1959—First Prize Winner 
Wash. State Dairy Competition 
¥% 1960—World’s Champion Award 
World Cheese Contest, 
Green Bay, Wis. 
\ Write for FREE 
\Gift Brochure 









Lake to Lake Dairy 
Kiel, BW, Wisconsin 
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Glock Fun 






“Complete On Stage! 


Comention § Le Lido de PaniS 
Facilities 1961 Revue 


Opens in October! New 18-Hole Golf Course! 











FOR FASTER MAIL DELIVERY 
COOPERATE IN THE POST OFFICE 
DEPARTMENT'S NIMS* PROGRAM 


1. During each business day, schedule large 
mailings so they can be handled in 


volume 

order of their importance to you. 

2s Presort and identify your mail “priority” 
or “‘non-priority’ 


8. Dispatch all mail—particularly non-pri- 
ority mail—early in the day. 


Support The *NATION-WIDE IMPROVED 
MAIL SERVICE Program 
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Watchful, Dr. 
management consultant Jack Wolff at- 
tend a meeting of one of the teams. 


David (standing) and 


about some one when he is acting 
out a part in this way). 

After the play-acting period each 
day, the executives also had a meet- 
ing—in a room dubbed the grinder— 
that was much like a group therapy 
session. Here, under the skilled 
prodding and guidance of an indus- 
trial psychologist, they analyzed 
each other’s behavior. 

Simulated crises. Despite the 
varied training and _ psychological 
techniques used, the basis of the 
program was the simulation of busi- 
ness situations the executives faced 
each day. These were realistic and 
covered a wide range of manage- 
ment problems. 

On Monday last week, for ex- 
ample, R&D, Inc., was jolted by the 
loss of 20% of its sales when the 
Air Force canceled a prime contract. 
Earnings started slipping; by mid- 
week the situation was critical. The 
president of the parent company— 
R&D, Inc., is a wholly owned sub- 
sidiary—was rumored to be consid- 
ering selling the subsidiary or spin- 
ning it off as a nonprofit laboratory. 
Key employees, some of them played 
by Barnum’s staff, were involved in 
industrial espionage; others quit 
suddenly. Customers and stockhold- 
ers made nasty telephone calls. 

But by the end of the week, the 
tide had turned. Management had 
cut the fat out of its operation. Sales 
were rising, and an improvement in 
profit margins was expected by the 
yearend. 

Not quite a game. In a way, “ex- 
perience compression” is like the 
business games that are becoming 
popular in many phases of manage- 
ment training. Games, however, tend 


to involve a great deal of data and 
complicated models of a company 
or competitive situation—many use 
computers to keep track of things. 
And they usually end with a winner 
or loser, decided according to meas- 
urable quantities such as profits, in- 
ventories, investment, or sales. 

While Barnum splits his trainees 
into two teams to attack the same 
problem, he is primarily concerned 
with the way each man handles him- 
self. The executives worry less about 
numbers than about how they react 
to situations and people and about 
how well they organize their work. 

How it’s played. The -mechanics 
are simple. Each team of five takes 
on the roles of the president and 
four vice-presidents of R&D, Inc. 
Each day they change roles, so every 
man gets a chance to be president. 
At the beginning of each session, 
everyone is briefed on the company’s 
condition that moment, and each 
man gets private information about 
his department and responsibilities 
—it’s up to him how much he tells 
the others. Each then goes to his 
own office and starts working. 

Teams, like company manage- 
ments, tend to develop personalities 
of their own, although they are all 
attacking the same problems. 

Last week, for example, one team 
spent most of its time in staff meet- 
ings, while members of the other 
one usually were in their offices dic- 
tating to their secretaries or talking 
to visitors. Each day’s president can 
exert a great influence on his team— 
one man seemed to be concentrating 
on ways to fool the home office. 

The simulation phase of the pro- 
gram extended until after lunch. The 
afternoon and often most of each 
evening were spent in the “grinder,” 
where each man’s every move was 
discussed. As it turned out, the 
purely management matters, such as 
how the presidents set up their or- 
ganizations, were handled quickly. 
Then the fireworks began as the 
psychologist probed the reasons why 
each man acted as he did. 

Bit of a shock. Usually, the initial 
reaction of a group is one of shock 
over having personal problems and 
motives brought into the open. But 
most of last week’s participants say 
they got over this hurdle quickly. 

By Wednesday, however, one man 
felt the psychologist had gone too 
far and his motives should also be 
analyzed by the group. He started 
on the attack only to find some of 
his fellows questioning the “real” 
reason for his own actions. 

The verbal melee lasted for hours 
as the latent amateur psychologist 
emerged in several of the partici- 
pants. At dinner that tight! while 
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UPDATE YOUR OFFICE IMAGE WITH CONTOURA 


Contemporary business chairs in the Contoura Group coordinate style, function, color and fabric 
in any general or private office area. Exclusive Corry Jamestown swivel and stenographic 
chair adjustments fit each chair to the user’s sitting habits. Seats and backs conform to body 
contours. The units are completely adjustable on the spot, in seconds. A full selection of fabrics 
and finishes can blend a complete line of chairs to meet any office decor requirements. For 
more information, contact the Corry Jamestown dealer listed in the yellow pages, or write to: 
Corry Jamestown Corporation, Department BW-91, Corry, Pennsylvania. 


CORRY JAMESTOWN 











A McGraw-Hill Publication, 330 West 42nd Street, New York 36, N. Y. 
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~ Construction 


Business 


@ Big projects on the move... 
@ Small communities get planning aid... 


In a stepped-up program of approvals, Community Facilities Ad- 
ministration has advanced $9.8 million to a number of smaller 
communities for advance planning of needed facilities. Projects 
involve more than half a billion dollars worth of construction, As 
expected, waterworks and sewage disposal plants account for 
most of the projects; public buildings close runner-up. 


Orders for fabricated structural steel shot up during July, topping 
both June of this year and July of last year by 50% — more 
evidence of the rising tempo of construction activity. 


Builders, unable to get ground area, are turning to “air rights” for 
large and important projects. Biggest and most spectacular is new 
Pan-Am building now under construction over the railroad tracks 
at Grand Central Station in New York. Two more New York proj- 
ects to be built on air rights are being readied. One: Washbridge 
Apartments will straddle new George Washington Bridge ap- 
proaches; to cost about $20 million. Farkas and Barron are struc- 
tural engineers; H. R. H. Construction Corp. of New York has the 
contract. The other: Litho Central City to be built over railroad 
tracks on West Side between 60th and 70th Streets. Cost, about 
$250 million. Kelly.& Gruzen, architects; DiStasio & Van Buren, 
structural engineers; both of New York. Two very large apartment- 
hotel-office developments are planned for air space above Illinois- 
Central tracks near Chicago’s lakefront; Lakefront Plaza and 
Illinois Center, 


Will rapid transit again become major construction market? Re- 
gional plans for fast passenger travel are being developed in sev- 
eral large metropolitan areas, as planners and public officials 
agree this is only possible answer to intolerable traffic congestion. 
Atlanta (Ga.) Regional Metropolitan Commission has plan for 
60-mile rapid transit system, with 32 stations; to cost about $200 
million. San Francisco Bay Area Rapid Transit District plans 5- 
county network, involving a subway for the city, 4-mile tube 
under the Bay and 120 miles of double-track line. 


Standard Oil of California will build $125 million refinery at Bayou 
Casote, near Pascagoula, Miss. Facility needed to serve markets of 
Kentucky Sandard, when merged with the California company. 


Toll roads stage comeback, as turnpike bonds now rate as blue 
chips. Watch these: Western Kentucky Turnpike extension, $70 
million; Northeast Expressway (from Baltimore to Delaware 
line), $90 million; connecting route in Delaware, $50 million; 
Sunshine State Parkway, 156 miles in Florida, awaits $160 million 
bond issue; Oklahoma Turnpike extension, will sell bonds this 
fall. More than a dozen issues of toll road bonds now expected to 
be retired far ahead of maturity dates; some as many as 20-25 
years in advance. 


LILJLJ You will find Engineering News-Record readers in the 
forefront of just about any construction activity you can name. 
Also, you will find them reading the advertisements — and doing 
something about what they read. Example: Alcoa used 12 four- 
color spreads in EN-R last year to familiarize construction men 
with their new Alumalure finish aluminum roofing and siding. 
Results: Alumalure being specified by name in construction jobs 
totaling $36 million in 1960, vs. $12 million in 1959, 


ENGINEERING NEWS-RECORD 
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major wounds of the afternoon 
seemed healed, some tension re- 
mained. 

Basic questions. Participants in 
last week’s exercise raised two major 
questions about the Barnum man- 
agement training program: Was it 
an invasion of an executive’s privacy 
to be exposed to this kind of semi- 
public probing of his personality? 
Did this kind of training do the com- 
pany any good? 

The first question admits of no 
easy solution, since there is no uni- 
versally accepted definition of what 
areas of an executive's life are his 
own business. Often he must take 
extensive psychological tests before 
being hired, or his wife may be in- 
terviewed by the sales manager. 
Sometimes companies even hire pri- 
vate detectives to run a thorough 
check on his past life. 

Besides, RCA Laboratories’ per- 
sonnel manager, Edward Schulz— 
present at all the sessions—insists 
that the Barnum program is not in- 
tended as an evaluation technique 
for advancement. It is purely a 
learning device, he says. Most of 
the executives say they didn’t feel 
imposed on, but they admit that the 
whole idea took some getting used to. 
One man added that nobody had 
to open up if he didn’t want to but 
that even the most reticent would 
benefit by finding out what others 
thought of him. 

Value to RCA. The benefits of the 
program to RCA are also difficult to 
measure. As with all management 
training, there is no easy way to 
evaluate results in dollars and cents. 
But the price tag of $10,000 for the 
week is money well spent, according 
to James Hillier, RCA vice-president 
and head of the laboratories. 

“This Barnum thing leaves a 
mark,” says Hillier. “My executives 
bring up things they learned here 
quite regularly, and there are fewer 
personal traits getting in the way 
of discussion.” 

The program is also credited with 
showing RCA Laboratories execu- 
tives, most of whom are scientists 
who came untrained to management 
responsibilities, that management 
decisions cannot be made in the 
same way as scientific ones—the 
human factors can be often all-im- 
portant. 

Participants in last week’s sessions 
agreed, almost to a man, that they 
would be better managers because 
of the course. One summed up the 
feeling of most: “As scientists, we 
were all very skeptical of this thing 
when we arrived. Now I think we 
all feel that we have gotten some- 
thing out of it, but A the future 
will tell how much.” End 
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2 3 coffees-3 chocolates-4 soups 


Things are a little more complicated for a secretary 
these days. When it’s her turn to hit the vending 

ts. machine in the office, she gets a shopping list! 

he From out of the same machine can come a wide 
ng variety of hot liquids. The secret is a new dispensing 
nt gang valve that supplies the precise amount of water 
at proper temperatures. A flow control device 

Ri delivers constant water pressure. 

nm Exciting things are happening in the vending 

er industry. New machines are dispensing all sorts of 
ay products, revamping all sorts of marketing concepts. 
Some machines even make change for paper money! 


ith Contributing to those exciting things are not only 
Sil American-Standard® Controls Division solenoid valves 
“9 but tiny precision snap switches as well. This is 

sn just one of the many industries we serve. 

he If you must control or indicate the pressure or 
he temperature of a gas, a fluid, or electrical energy, 
m- write to American-Standard Controls Division, 
5900 Trumbull, Detroit 8, Michigan. 
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In management 


Fifth of companies on Big Board list 
help employees to acquire stock 


It’s getting harder and harder to tell an employee from 
a stockholder. About one-fifth of the companies listed 
on the New York Stock Exchange now have some sort 
of employee stock-acquisition plan, a new study by the 
Exchange shows, and more than 1.6-million employees 
(about half of those eligible) are participating. 

Most of the 248 plans offered by 233 listed companies 
are for salaried employees, although hourly workers are 
sometimes included. Most popular with the employees 
are profit-sharing plans; they have had nearly a 100% 
participation rate. In 23 of the 39 listed-company profit 
sharing plans, employees make no contributions to the 
funds, which are invested in company stock and some- 
times other securities. Under the other 16 plans, em- 
ployees are either permitted or required to contribute 
up to 10% of their salaries. 

Most popular with the companies are stock purchase 
plans, under which companies absorb fees but usually 
do not contribute toward the purchase price of the 
stock. There are 114 such plans among NYSE members, 
with 31% of the eligible employees participating. They 
are particularly common among utility, petroleum, and 
natural gas companies. 

The 80 member-company savings and thrift plans 
(under which companies contribute from 25¢ to $2 in 
common stock to match every salary dollar set aside by 
the employee) cover the greatest number of employees 
—753,000. The participation rate is 76%. 

These three types of plans account for more than 90% 
of the stock-acquisition schemes reported in the NYSE 
study. Other plans used include the Exchange Com- 
munitys Monthly Investment Plan, stock retirement 
plans, and stock bonus plans. Plans for executives only 
were not included in the survey. 


Executives lean to orqanization men, 
not innovators, in picking aides 


For years, top executives have been denying that they 
want so-called organization men as their subordinates. 
Yet in a Harvard Business Review survey, 4,000 sub- 
scribers, choosing between 56 pairs of possible man- 
agerial personality traits, preferred bashful, retiring, or 
apathetic subordinates more often than _ intolerant, 
argumentative, or rebellious individuals. Top man- 
agement men showed even greater preference for these 
qualities than did lower-level managers. 

Both sets of qualities, of course, were viewed as 
undesirable; the question was which were more so. 

In choosing between pairs of desirable traits, the 
executives also tended toward the organization man 
tvpe. Their choices ran to subordinates who were 
systematic, precise, careful, orderly, painstaking, or 
punctual more often than to those who were assured, 
capable, independent, tolerant, or courageous. 
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Not surprisingly, specialized executives tended 
strongly to select the stereotype traits commonly asso- 
ciated with their functions. Thus, marketing executives 
wanted their subordinates to be attractive, energetic, 
enterprising, and sociable; financial executives favored 
men who were accurate, cautious, dignified, discreet, 
aad precise. 

The preference of executives in all categories for 
subordinates who are not trouble-makers—even if they 
are not particularly useful—raises the question of how 
important conformity is in the life of an organization, 
says Prof. Lewis B. Ward in summarizing the survey 
results. If these are the qualities management is looking 
for, he asks, where will business find aggressive inno- 
vators in the future? 


Cold war seen bringing Army nearer 
to civilian management methods 


The protracted cold war has had a profound effect on 
the Army’s management methods. One result: The Gen- 
eral Staff structure has tended to approach the line 
structure of private industry. This is the major con- 
clusion of a study by Waino W. Suojanen of the U.S. 
Naval Postgraduate School as reported in the Journal 
of the Academy of Management. 

The changes are coming about because the tradi- 
tional General Staff setup was best suited to the “action- 
oriented” outlook of a shooting war rather than the 
“routine-oriented” outlook of a large standing army. 
The impact of rapidly advancing technology has also 
meant an increase in long-term planning that is very 
different from traditional military planning problems. 

According to Suojanen, the system of advanced 
training and job rotation long used for staff officers 
is likely to turn out tacticians instead of well-rounded 
managers. This has thrown many management func- 
tions into the hands of controllers and led to the feeling 
that the “bookkeepers are running the Army.” 


If he asks you to put it in a memo, 
maybe it means he considers you beneath him 


The higher up the executive ladder a man gets, the 
more he likes to make his decisions in face-to-face 
meetings instead of on the basis of written communica- 
tions. This is the major finding of a study of the execu- 
tive and his mail made by American Photocopy 
Equipment Co. 

Interviews with more than 200 executives in New 
York, Chicago, and Los Angeles also indicated that 
managers usually use the telephone to deal with their 
peers or subordinates, but they would rather have 
subordinates transmit information to them in memos. 

In general, the study reports, the mail an executive 
gets and the way he deals with it are often a reflection 
of his status and the status of his organization. 
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Broadway promises 
good shows 
for new season 


Musicals vary 
in setting 


Revues, comedies 
for laughs 


Personal business Bil 


September 23, 1961 


Optimism hovers over Broadway like a rainbow each fall. But this year it 
may be more justified than in some recent lackluster seasons—the roster of 
coming shows looks bright. 

Here’s a rundown of the attractions—opening through Dec. 31—that 
have drawn favorable comments from script readers and try-out viewers: 


Sail Away, Noel Coward’s light-to-lighter show for which he composed 
both book and music, is frothy stuff—the tunes are fine, though, and Elaine 
Stritch is excellent (opens Broadhurst, 235 West 44th St., Oct. 3). 

Mimi Benzell, Robert Weede, and Molly Picon star in Milk and Honey, a 
musical about some Americans visiting Israel; it has chalked up some good 
pre-Broadway reviews (Martin Beck, 302 West 45th St., Oct. 10). 

How to Succeed in Business Without Really Trying takes some adroit 
shots at businessmen—score by Frank Loesser, book by Abe Burrows, with 
Rudy Vallee as the company president and Robert Morse as the eager 
junior executive (46th St., 226 West 46th St., Oct. 14). 


Set in present-day South Africa, Kwamina (meaning “born on Sunday’) has 
music by Richard Adler (Pajama Game and Damn Yankees). The book got 
mixed reviews out of town, but dances staged by Agnes De Mille are stun- 
ning; with Sally Ann Howes (54th St., 152 West 54th St., Oct. 23). 

Kean is a musical based on the life of 19th Century British actor Edmund 
Kean; star is Alfred Drake—Boston reviews were excellent (Broadway, 
1681 Broadway, Nov. 2). 

The Gay Life takes place in Vienna in 1900, is adapted from Schnitzler’s 
Affairs of Anatol—score by Arthur Schwartz and Howard Dietz, with 
Italian star Walter Chiari and Barbara Cook, who scored in Music Man 
(Shubert, 225 West 44th St., Nov. 18). 

Derelicts inhabiting New York’s streets come alive in Subways Are for 
Sleeping—music by Jule Styne, book and lyrics by Betty Comden and 
Adolph Green, with Sydney Chaplin (Dec. 26). 


Three small revues look good. From the Second City clicked in Chicago 
and Los Angeles—eight actors do journalese satire, largely in impromptu 
style (Royale, 242 West 45th St., Sept. 26). An Evening with Yves Montand 
(Golden, 252 W. 45th St., Oct. 24) and Mort Sahl “At Nine O’Clock” (Golden, 
Dec. 26) are one-man offerings. 

Blood, Sweat and Stanley Poole is a comedy of peace-time Army life, with 
Darren McGavin; try-out reviews were good (Morosco, 217 West 45th St., 
Oct. 5). 

Eileen Heckart stars in Everybody Loves Opal, a comedy by John 
Patrick, who wrote Teahouse of the August Moon (Longacre, 220 West 
48th St., Oct. 11). Praises on the script are in, too, for Shot in the Dark, a 
comedy mystery starring Julie Harris (Booth, 222 West 45th St., Oct. 18). 

A Cook for Mr. General is a wild, laughable farce about a GI who 
gets into trouble by literally tossing people over his shoulder—including 
generals; with Bill Travers (Playhouse, 137 West 48th St., Oct. 19). Art 
Carney appears in Age of Consent, a human-interest story of a father whose 
daughters go off to college (Biltmore, 261 West 47th St., Dec. 21). 




















Serious dramas 
opening, too 


Insurance for 
young marrieds 


House sitters 


Longer-lasting auto 
tires 





Personal business continuea 


Look, We’ve Come Through is an American version of A Taste of 
Honey—about some confused characters, but with an optimistic ending 
(Hudson, 141 West 44th St., Oct. 25). 

The author of Dial M for Murder, Frederick Knott, has come up with a 
psychological thriller called Write Me a Murder, with Kim Hunter (Belasco, 
111 West 44th St., Oct. 26). 

Michael Redgrave will star in The Complaisant Lover, a triangle love 
story by Graham Greene—this was a hit in London (Barrymore, 243 West 
47th St., Nov. 1). 

Paddy Chayefsky’s play Gideon tells of an angel of God who influ- 
ences the life of a simple farmer, set in Biblical times—this could be a 


season highlight; Fredric March (Plymouth, 236 West 45th St., Nov. 9). 


A Man for All Seasons was a dramatic success in London—based on 
the conflict between Sir Thomas More and Henry VIII, it stars noted 
British actor Paul Scofield (ANTA, 245 West 52nd St., Nov. 22). Tennessee 
Williams’ The Night of the Iguana has Bette Davis and Margaret Leighton 
—about some highly unusual characters, it is set in Acapulco (Royale, 
242 West 45th St., Dec. 28). 


More and more life insurance policies are being geared to special age 
groups [Bil Aug.2661,p90]. Now a new package aimed at young married 
couples has been introduced by Equitable Life Assurance Society. 

The policy pays its full face amount at death of the insured, and then 
pays the widow or children, for a period up to 20 years, $25 a month 
for each $1,000 of face coverage. Premiums cease at age 65. Cost at 
age 30 ranges about a third more per $1,000 than a regular straight life 
policy. 


A new service to the owners of vacation homes in Aspen, Colo., is being 
offered by a local real estate broker. You might want to check on this 
if you own a summer place—a similar plan may be available or appear- 
ing soon in other holiday spots. 

While you're away, men from the John Doremus firm visit the house 
weekly in summer, twice a week in winter for a $20 monthly fee. They 
check weather damage, furnace fuel, appliances, and do minor repairs. 
If the house is leased, they keep accounts and send you a monthly state- 
ment. For an additional fee, they will close down after the season—drain 
water pipes, cover furniture, etc—and open the house again before your 
next vacation. 


If you are in the market for a 1962 car, you may want to inquire about hav- 
ing it fitted with a new-type tire said to give 35% more tread wear (and pos- 
sibly up to 90% more, if the present process is improved). 

Goodyear Tire & Rubber Co. will start making the tires next month, 
using a synthetic rubber called Budene. Other concerns—such as Fire- 
stone, U.S. Rubber, and B.F. Goodrich—are coming on the market with 
similar products under other trade names. 

The new rubber, it is claimed, has extremely high abrasion and aging 
resistance, resulting in less danger of blow-out. (All snow tires made by 


these companies will contain it.) Generally, prices stay the same. 
Contents copyrighted under the general copyright on the Sept. 23, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Universities join city 
in improving area 


cuts the city’s net cost for an urban renewal 
that helps to rehabilitate surrounding neighborhoods 


Many great universities are situated 
in cities, and in older parts of cities, 
at that. They’re cramped when they 
need to expand; they’re dismayed as 
the neighborhoods around them de- 
teriorate, as older parts of cities 
tend to do. 

On the other hand, they don’t 
pay taxes on their real estate, and 
they are likely to get little sympathy 
at City Hall when they try to do 
something about breaking the ring 
of rundown neighborhoods. So any- 
thing that puts town and college 
on the same side in a rehabilitation 
project can have a_ revolutionary 
effect on civic development. A 1959 
amendment to the urban renewal 
law is just such a catalyst. 

Cleveland is getting under way 
with one of the most ambitious pro- 





grams under this form of urban 
renewal—one that aims at giving 


new life to a cultural center of uni- 
versities, museums, hospitals, and 
institutes. 

University Circle. In Cleveland, 
these institutions are intensely con- 
centrated. The 488-acre area called 
University Circle contains 34 insti- 
tutions including such well-known 
ones as Western Reserve University, 
Case Institute of Technology, Cleve- 
land Orchestra, Cleveland Museum 
of Art, Cleveland Museum of Na- 
tural History, Cleveland Institute of 
Music, Cleveland Institute of Art, 
University Hospitals, Mount Sinai 
Hospital, and Western Reserve His- 
torical Society. 

University Circle (picture) is a 
setting of trees, lawns, shrubs, and 
ponds. But the postwar develop- 
ment of the surrounding neighbor- 
hood has run to deteriorated hous- 
ing, traffic snarls, and rising crime 
rates. Drifters have taken over the 
park benches; faculties and students 
of the educational institutions have 
found the environment increasingly 
unpalatable. 

Meanwhile, the universities and 
institutes have had to expand, and 
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they soon found it vital to work to- 
gether in doing it, rather than build- 
ing without regard for the area as 
a whole. 

Working together. In 1952, nine 
institutions took the first step to- 
ward eventual areawide coopera- 
tion. They formed the University 
Circle Conference Committee to 
tackle specifically the problems of 
public transit and parking. This 
group provided off-street parking. 
got the city to build a new rapid 
transit station for the Circle. 

Problems of harmonizing build- 
ing plans and expansion needs re- 
mained to be solved, and the three 
largest institutions—Western Re- 
serve, Case, and University Hospi- 
tals—banded together to consider 
what to do. 

They were still brooding in 1955 
when the means of initiating action 
fell into their laps. Dr. T. Keith 
Glennan, president of Case and sub- 
sequently Pres. Eisenhower's space 
administrator, had a call from Mrs. 
William G. Mather, widow of the 
longtime head of Cleveland-Cliffs 
Iron Co. 

“Mrs. Mather came into my of- 
fice one day with a clear and direct 
question,” Dr. Glennan recalls. “She 
looked at me and said: “How long 
are you going to let this go on? You 
are in the process of letting a beau- 
tiful thing be spoiled. It is time for 
you to find an outstanding city-plan- 
ning firm and put the problem to 
them.” 

With that, Mrs. Mather gave Dr. 
Glennan a check—he won’t say for 
how much. It was enough, though, 
to be the seed of a growing move- 
ment. Dr. Glennan got together the 
University Circle Planning Com- 
mittee, composed of 30 top business- 
men, and the committee hired 
Adams, Howard & Greeley of Cam- 
brige, Mass., to make a planning 
study. 

The firm was charged not only 
with planning expansion of the 34 
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New elbows old in University Circle: a 
new Western Reserve building and 
Severance Hall, home of symphony. 
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Neil J. Carothers, president of Univer- 
sity Circle Development Foundation, 
sticks close to his 20-year plan. 
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CINCINNATI... 





Typical water freight carrier serving Ohio valley 


By 1963...3 times the 
industrial tonnage of the 
Panama Canal 


lf your company is a heavy user of coal, 
steel, aluminum or chemicals, the view of 
the Chio River from Cincinnati can look 
particularly attractive. 


For a plant in this area not only finds these 
heavyweight and bulky basics closeby—but 
that they can be brought in by low-cost 
river transportation. 


Many companies here have helped swell 
the industrial traffic of the Ohio River from 
55 million tons to 81 million tons in the 
last four years. And with a multi-million 
dollar modernization program of locks and 
dams nearing completion, tonnage on the 
Ohio River is expected, by 1963, to reach 
150 million tons—3 times that of the 
Panama Canal. 


But every form of transportation helps you 
make the most of this area’s profitable 


proximity to raw materials and markets. 
Eight major railroads serve Cincinnati. Six 
scheduled airlines offer fast air transport. 


And the area’s major airport, prepared for 
the largest jets, will soon be about 15 
minutes from downtown Cincinnati with 
the completion of a new expressway. There 
are 147 interstate truck lines within over- 
night reach of 25 million people. 


Lots of other advantages to locating here. 
We’d like to tell you about them. Soon. 





ttt ttt 


For complete and confidential information 
about the Greater Cincinnati Area relating to 
your own specific problems and needs, write Mr. 
Ernest S. Fields, President, The Cincinnati Gas 
& Electric Company, Cincinnati, Ohio. 





The Cincinnati Gas & Electric Company 
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The Union Light, Heat and Power Company 


Serving homes and industry in the Greater Cincinnati Area with an ad 


te and dependable supply of gas and electricity. 
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Development foundation set 
up to carry out an ambitious 
20-year plan of expansion... 


Story on page 177 


institutions in the Circle but also 
with providing for integration of the 
cultural community with an im- 
proved surrounding neighborhood. 

20-year plan. In August, 1957, the 
planners turned in their report. 
They proposed a 20-year plan that 
would cost the institutions $140- 
million in 1957 dollars: $110-million 
for buildings, $15-million for land, 
$10-million for parking facilities, 
$5-million for common costs such as 
landscaping. 

To administer the plan, the firm 
suggested a central organization 
that could qualify for tax-exempt 
gifts. The University Circle Devel- 
opment Foundation was set up, with 
Neil J. Carothers, a construction 
company vice-president, as _presi- 
dent. The foundation has received 
$8.5-million from companies, indi- 
viduals, and other foundations. 

Pooling the chores. The founda- 
tion inherited projects that were 
already under way by individual in- 
stitutions in the group—roads, park- 
ing facilities, building additions, 
demolition of old structures, acquisi- 
tion of land for expansion. Comple- 
tion of this phase of the 20-year plan 
opens the way to the next stage: 
more of everything. 

The foundation approves or dis- 
approves all plans for buildings, and 
it does all the acquiring of land. It 
buys from the private owners, re- 
sells to member institutions at a 
price based on the past year’s aver- 
age paid to private owners. Land 
willed or donated to an institution is 
also put into the pool and repur- 
chased by the institution, helping to 
bring down the foundation’s average 
cost for land and, thus, the resale 
price to all member institutions. 

Members of the foundation find 
that this arrangement helps to keep 
land costs down in general, and par- 
ticularly to buffer them against 
“holdup” prices that property own- 
ers might demand of a given insti- 
tution. 

City slum clearance. Meanwhile, 
the city was talking about slum 
clearance in a limited area outside 
University Circle. Carothers joined 
Julian H. Levi of the University of 
Chicago and other college officials in 
persuading Congress to adopt Sec- 
tion 112 as an amendment to the 
Housing Act of 1949. When this 
amendment passed in 1959, Car- 
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Conjoy a magnificent 
art gallery in your home 


NOW YOU MAY ACQUIRE THE WORLD'S MOST ACCLAIMED ART LIBRARY 
ON AN UNUSUAL BUDGET PLAN 


DIRECT FROM THE PUBLISHER... 


“aA MONUMENT to man’s visual imagination 

. an essential possession for anyone with 
a serious personal or professional interest 
in art. Encyclopedia of World Art is a work 
to be explored, studied and enjoyed.” 
—HARVEY EINBINDER, Saturday Review 


“A great landmark in art 
publication . . . a monumental 
undertaking.” —DOROTHY ADLOW, 
Christian Science Monitor 


“Packed with wonders.” — JOHN CANADAY, 
New York Times Book Review 


McGRAW-HILL invites you to become a Charter Subscriber to 


Kncyclo} 


NOW YOU CAN ACQUIRE, for your 
lasting enjoyment and the ad- 
miration of all who see it in 
your home, one of the major 
cultural achievements of twen- 
tieth century man. 


The new ENCYCLOPEDIA OF 
WORLD ART embraces, in 15 volumes of sur- 
passing beauty and enduring interest, the 
greatest art creations of all time. In hun- 
dreds of factual articles and over 7,000 
full-page plates (depicting more than 
16,000 works of art) it puts before your 
eyes not only our vast heritage of paint- 
ings, sculpture, architecture — but every 
other art from armor to textiles, ceramics 
to tapestry, fashions and furniture, jewelry 
and silver, industrial design, landscaping, 
stained glass ...and much, much more. 


Every culture, every major movement 
and figure in art is represented here. To 
turn the pages of these big volumes, to read, 
to learn, to explore the visual delights, is to 
open the doors of the world—to look upon 
more art treasures than you would encoun- 
ter in a lifetime of travel and sight-seeing. 


Truly international in scope, the Ency- 
clopedia has enlisted hundreds of contribu- 
tors from 45 countries. Its lavish produc- 
tion has called upon the combined resources 
of two leading publishers in Florence and 








Venice and McGraw-Hill of New York. 
The magnificent color plates alone, show- 
ing 2,000 art subjects (many never before 
reproduced) with a realism and beauty un- 
equalled, are a totally new and striking 
achievement. 
A Collector’s Item to Cherish Forever 
—yours on an easy budget plan 

The ENCYCLOPEDIA OF WORLD ART will com- 
prise 15 volumes, totalling approximately 
13,000 pages of text and pictures. The first 
four of these volumes are now ready to go 
to Charter Subscribers; the balance are to 
be published one at a time, at the rate of 
three a year. You may therefore easily bud- 
get your purchase in small payments ex- 
tending over the full period required to 
complete the set. 

By subscribing to the Encyclopedia now, 
and thus actually participating in the realiza- 
tion of a history- making enterprise, you will in 
effect be taking the role of a twentieth-century 
patron of the arts. And you will be one of a 
privileged number of Americans to own what 
in a few years may well be a most sought after 
collector’s item. For, of the total world print- 
ing, only a limited number of sets have been 
allocated to the United States. 

Mail the coupon for a colorful brochure 
and full details of our Charter Subscriber's 
budget payment plan. There is no obligation. 
McGraw-Hill Book oo 327 West 41st 
Street, New York 36, N 


ia ot World Art 









7,000 Full-Page Plates, 
2,000 Objects in Full 
Color and 14,000 Black 
and White Reproduc- 
tions... Approximately 
13,000 Pages of Text 
and Pictures...200 His- 


torical Articles Cover- 
ing over 20,000 Years 
More Than 550 Biogra- 
phies of Major Artists. 

















Mail this Coupon 

for FREE Illustrated || 

Color Brochure 

| 

Encyclopedia of World Art | 

McGraw-Hill Book Company 

327 West 41 Street, New York 36, N.Y. | 

Please send me your color brochure on the | 

ENCYCLOPEDIA OF WORLD ART, with full details | 

of the set and budget terms for Charter Sub- | 

scribers. No obligation, of course. 
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is this how your group insured 


employees see you? No employer should remain in the 
shadows, unrecognized by his employees for the group insurance benefits he 
provides. That is why Occidental created the Management Recognition Pro- 
gram for its policyholders. This unique program uses posters, pamphlets and 
payroll enclosures to show employees and their families how they benefit from 
group insurance. MRP builds your image with your employees, helps you reduce 
turnover. It is initiated and maintained by Occidental at no additional cost to 
you. Ask your Occidental agent about it. Or have your secretary write us. 


OCCIDENTAL 


LIFE INSURANCE COMPANY OF CALIFORNIA 


HOME OFFICE: LOS ANGELES, CALIFORNIA 


180 REGIONS 


others and his group were able to 
induce the city to consider a much 
larger urban renewal plan. 

Section 112 permits a city to 
claim as part of its contribution to 
an urban renewal project (usually 
about one-third, in cash or in value 
of such public works as schools, 
streets, and sewers) any money 
spent by a university for its own ex- 
pansion. This brings the city’s share 
well below one-third. 

Because the business of city re- 
building is not a traditional one for 
universities, only a handful such as 
Chicago, Columbia, and Pennsyl- 
vania had gone into it before, col- 
laborating with their city govern- 
ments to renew university neighbor- 
hoods under existing federal and 
state laws. But the addition of Sec- 
tion 112 in 1959 encouraged others 
to think in such terms by offering 
cities an incentive to work with them. 

At the foundation’s urging, the 
city hired planning consultant Jack 
Meltzer, who had been director of 
the University of Chicago’s South 
East Chicago Commission, to study 
renewal of a broader area. 

Two schools help. The result is a 
Section 112 renewal project for an 
area just west of University Circle, 
in which $1.8-million spent by West- 
ern Reserve and Case for their own 
capital improvement within the 
Circle will be counted as part of the 
city’s share. 

This item of university investment 
has great leverage, since practically 
every dollar of an investment the 
colleges had to make anyhow is 
matched at double strength by the 
federal Urban Renewal Administra- 
tion. URA originally earmarked $10- 
million for its two-thirds share of 
the Cleveland project, but it will 
doubtless wind up granting more 
than that. The city is already plan- 
ning $4-million worth of improve- 
ments such as schools and sewers, 
besides the $1.8-million investment 
by Case and Western Reserve. 

The area to be renewed has rela- 
tively few real slum properties but 
many buildings need rehabilitation. 
The city wants to take care of both 
problems in its Section 112 project, 
to build public housing, to provide 
parks and playgrounds, and to invite 
private developers to put up high- 
rise apartments and stores. 

Work may begin before yearend; 
URA’s regional office in Chicago is 
now reviewing the city’s applica- 
tion. Eventually the city wants to 
double the renewal area. In all, it 
would like to demolish 3,500 housing 
units and stimulate the rehabilita- 
tion of 8,500 others by demonstrat- 
ing how a neighborhood can be 
given a new look. End 
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- SCIENTIFIC PACKAGE SMASHING 
PvE AVISTRAP GAN MATCH 
STRAPPING 








Container Laboratories, Inc., New York, recog- designed the tests to duplicate actual shipping 
nized expert in package research, reports situations. Packages were dropped on corners and 
Avistrap® Cord Strapping can match or better the edges, subjected to an incline impact test, and 
performance of steel strapping in comparable _ vibrated for hours with a force equal to their own 
applications. Behind this statement is a carefully- | weight. The test program was carried out without 
observed series of independent tests, comparing any guidance or instructions from American 
performance of Avistrap in % in. and %in. widths —_ Viscose Corporation. 

with agro of .015 — strapping in the ‘ 

same widths, in package reinforcement, bundling, 

and palletizing. A comparison in terms of tensile a tncnatns& meckidetan Nee 
strength, elongation, and energy required to j|EaaRayaaree able on request. Write to Dept. A. Ask 
break was also made. This showed Avistrap’s seStrapping for ‘Evaluation Booklet.” 

amazing ability to keep on absorbing energy with- vista 


out breaking, long after comparable steel strap- - 
ping has failed. Container Laboratories, Inc. 


AVISTRAP CORD STRAPPING [estes 


*Patents pending. 


AMERICAN VISCOSE CORPORATION, !NDUSTRIAL PACKAGING DEPT. A, 1617 PENNSYLVANIA BLVD., PHILA. 3, PA. 


District Offices: Atlanta, Ga. * Boston, Mass. * Charlotte,N.C. © Chicago, Ill. * Columbus, Ohio ° Dallas, Tex. © Los Angeles, Calif. * New Orleans, La. * New York, N.Y, 




















Monroe high school band pauses before bursting into music at ceremony to wel- 
come S.S. Vire and its cargo of Renault cars to the small but enthusiastic port city. 
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Small port 
lands 
Renault 


Monroe, Mich., talks auto 
maker into using Lake 
Erie port as receiving site 


Last week a 17-year-old former 
Liberty Ship, carrying a cargo of 
1,041 Renault cars, eased its way 
up the Raisin River channel to dock- 
side in Monroe, Mich. To the city 
of 23,000 located at the western tip 
of Lake Erie between Detroit and 
Toledo, the arrival of the French 
Lines, $.S. Vire via the St. Lawrence 
Seaway signaled Monroe’s debut as 
an international port. 

Victory. The Vire’s trip also 
marked Monroe’s first substantial 
victory in a hot battle it has been 
waging with other port cities on the 
lakes to attract business moving in 
or out of the seaway. The Renault 
shipment was part of a new pro- 
gram by Renault-Great Lakes, Inc., 
of Chicago to use the town as its 
receiving and processing facility for 
a nine-state territory. 

To honor the occasion, Monroe 
sponsored a gala program at its 
lone dock to greet the arrival of 
the Vire (pictures). 

Background. Though Monroe is 
Michigan’s only outlet on Lake Erie, 
it has had little attraction as a port 
—mainly because it is within 30 
miles of the larger ports of Toledo 
and Detroit. In recent years, its mea- 
ger tonnage (33,000 tons in 1960) has 
consisted solely of cement and coal 
for adjacent plants. 

To build up the area, which has 
been running a 16.2% unemploy- 
ment rate, Mayor Lawrence Frost 
launched a drive early this year to 
attract shippers to the port. 

“Our theory,” says Mayor Frost, 
“was that new shipping activities 
would not only increase tonnage 
moving through the port, but might 
also attract other industry.” 

Frost and the Port of Monroe’s 
executive director, Sherwood L. 
Hamilton, began to spread the word 
about the port’s assets: Located only 
two miles off Lake Erie’s main ship- 
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Captain Jacques Thibaud of S.S. Vire thanks citizens of Thibaud tries maiden voyage on relaxing chair presented to 
him by Monroe manufacturer. The captain rocks content- 


Monroe for cordial reception. Boat will carry Renault cars 
: officials look on. 


to port on regular schedule from Le Havre, France. edly as businessmen and c 


we oe a! 


and eventual distribution in Midwest market area 
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Renault cars begin journey along dock toward processing facilities 
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Shining Hxample of a well-run railroad. 
Special equipment and high-speed service, whether you’re ship- 
ping carloads of livestock or 250-ton castings. ‘““The railroad 
that runs by the customer’s clock.” 


NICKEL PLATE ROAD - CLEVELAND 1, OHIO 
Offices in principal cities 











When it comes to selling a 
sizable block of stock... 


You would probably prefer a minimum of publicity so that news of 
the offering won't depress the price of the stock, and the transaction 
can be completed as fast and efficiently as possible. 


Many people with sizable holdings are apt to have some familiarity 
with the established techniques, especially the Secondary Distribution 
and the Special Offering, but they are not likely to know much about 
the technique that often is the most efficient. That’s the Exchange Dis- 
tribution, which we find can frequently be used to sell a large block of 
stock at less cost and with greater net return to the seller. 


If you would like to know more about the Exchange Distribution— 
or the Secondary or Special, for that matter—we will be glad to send 
you our new 16-page study “How To Sell a Sizable Block of Stock.” 


You'll find it contains information about each of the methods for han- 
dling large blocks to help you decide which is the right technique for you. 

What's more, you'll find fourteen typical examples of Secondaries and 
Exchanges handled by this firm during 1960. Examples showing num- 
ber of shares, price, and gross spreads in dollars that we think you 
might find surprisingly attractive. 

If you'd like a copy, we’d be happy to mail one. But since the supply 
is limited, may we ask that you address your request directly to Joseph 
C. Quinn, Vice President, Sales Division. 


+H MERRILL LYNCH, 

PIERCE, FENNER & SMITH INC 

MEMBERS NEW YORK STOCK EXCHANGE AND OTHER PRINCIPAL STOCK AND COMMODITY EXCHANGES 
70 PINE STREET, NEW YORK 5, NEW YORK 
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ping channel, the Monroe harbor af- 
fords a straight run up the Raisin 
River channel to the dock. There are 
no bridges, and the 1,100-ft. dock 
can berth two ships. The only draw- 
back is the 17.7-ft. depth at dockside 
and in the turning basin. 

Meeting of the minds. While Mon- 
roe was beating its drums, Renault 
was studying the possibility of ship- 
ping cars into its Midwest market 
through the St. Lawrence Seaway. 
The plan was part of Renault’s strat- 
egy to boost its lagging U.S. sales 
[Bil Sep.2’61,p60]. 

Vincent Grob of Renault, Inc., of 
New York reports that the com- 
pany’s U.S. sales in August totaled 
4,677—exceeding 1960's monthly 
sales for the first time this year. 
Grob says Renault is aiming at 15% 
of the U.S. import market in 1962, 
which would mean 10,000 cars sold 
in the Midwest. 

Renault planned to process all its 
cars at its Great Lakes port facility, 
shipping most of them by sea and 
the remainder during winter months 
by truck or rail. When news of Re- 
nault’s plans leaked out, most of the 
ports, including Chicago, Detroit, 
and Toledo, began flooding the com- 
pany with offers. But little Monroe 
managed to come out on top. 

Wooing technique. Other port 
officials are still somewhat baffled 
at how Monroe did the trick. Sher- 
wood Hamilton, who camped on 
Renault’s doorstep till it listened to 
his arguments, points to the port’s 
natural assets, which included the 
unobstructed harbor and channel, a 
terminal building adequate for a 
processing line, and a total port acre- 
age of 650 acres, half of which was 
available for further development. 

As an added inducement, the 
Monroe Port Commission agreed to 
build a new 30,000-sq.-ft. storage 
shed and lease it and other facilities 
to Renault, and the city of Monroe 
promised to put in any needed utili- 
ties to the area. Renault itself was 
quick to note that the high-speed 
Detroit-Toledo expressway cuts 
right through the port property. 

Economics. But the big factor in 
choosing Monroe, says Edwin P. 
McGettrick of Renault-Great Lakes, 
was simple economics. Because 
Monroe is at the eastern end of the 
Midwestern sales territory, it cuts 
shipping time over, say, Chicago by 
two days—an important saving to 
shipping lines with tight schedules. 
It also eliminates most backtracking 
by haulways when cars are sent out. 

These factors—plus Monroe’s 
facilities, room for expansion, and 
closeness to the center of the market 
—were responsible for Renault’s 
choice, McGettrick says. End 
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WHEN THE DOCTOR 


He had a black wooden buggy and a black leather 
bag . . . and hope for all who called him. Now, a 
modern car has replaced the buggy. And in the bag 
are miracle drugs to give hope a helping hand. 


But before there could be miracle drugs, 
there had to be advanced refrigeration. 

The kind of refrigeration over 100 years of 
Frick pioneering has produced. Refrigeration 
guaranteed to work . . . and keep working. 
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The use of refrigeration in chemical 
plants began on a new scale in World 
War I, when powder makers began 
‘installing big cooling systems. 
Today, Frick equipment plays a 
vital part not only in the making of 
explosives, but in preparing synthetic 
rubber and synthetic ammonia; in re- 
fining petroleum; in making rocket 
fuels; in low-temperature research; in 
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FRICK CHEMICAL PROCESSING PROGRESS 


cooling resins, pharmaceuticals, car- 
bon dioxide, crystalline solutions, 
alcohols, etc. Temperatures of 225 to 
250 degrees below zero F. are now 
commercially practicable. 

Many manufacturers of these prod- 
ucts chose guaranteed refrigeration 
equipment. Their Frick Systems are 
backed by over a century’s engineer- 
ing experience and integrity. 


FRICK COMPANY, Waynesboro, Pennsylvania 


FRICK OF CANADA, Ltd., 2085 City Councillors St., Montreal, Quebec 





A proud past . . . a progressive future S FR Ck 
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Puerto Rico pushes 


home-owned industry 


To take the wind out of the sails of nationalist arguments, 
and to assure more local industrial stability, the 
island government wants to build up local participation 


In the 13 years since agrarian Puerto 
Rico began to offer incentives to 
stimulate its industrial development, 
700 manufacturing plants have been 
established on the island. They have 
provided 50,000 jobs, created thou- 
sands of others in the service indus- 
tries, and boosted total personal in- 
come from $600-million to more than 
$1.4-billion. 

Despite these benefits, some 
Puerto Ricans have been miffed by 
one aspect of this industrialization: 
Four out of five of the plants are 
owned by U.S. mainland companies 
and individuals. 

Under a new administrator, Rafael 
Durand (picture), the Economic De- 
velopment Administration this year 
stepped up efforts to increase Puerto 
Rican ownership of its industry. It 
wants to encourage both Puerto Ri- 
can 100% ownership of plants aid 
joint ventures in which Puerto Rican 
partners are taken by companies 
from the U.S. and abroad. 

Need U.S. money, but. . . It 
isn’t that EDA wants to discourage 


Rafael Durand, new administrator of 
Puerto Rico’s Economic Development 
Administration, favors local share. 
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U.S. capital, for which, Durand con- 
cedes, “there is no alternative.” In- 
deed, EDA has increased its main- 
land promotion of its lures—tax ex- 
emptions, government loans, ete.— 
during the past year by opening new 
offices in Boston, Philadelphia, and 
St. Louis. 

But the commonwealth’s govern- 
ment feels obliged to nourish Puerto 
Rico’s identification with its indus- 
try. It does so mainly, EDA officials 
say, for economic reasons: to protect 
the island against severe recessions 
by reducing its dependence on ab- 
sentee-owned branch plants that are 
likely to be closed when business is 
bad, and to develop an entrepreneu- 
rial class in industry comparable 
to that already existing in other fields 
such as real estate development. 

Politics, too. No matter how valid 
these aims may be, politics also 
plays a major role. Anti-Yankee agi- 
tators and independence fanatics on 
the island still are only few in num- 
ber but the administration of Gov. 
Luis Munoz-Marin — which has 
stressed Puerto Rico’s need to re- 
main a commonwealth under the 
U.S. flag—wants to deprive them of 
an issue on which they might be- 
come stronger. 

The government had a foretaste of 
this a few months ago when Ernesto 
Ramos Antonini, speaker of the is- 
land’s House of Representatives, 
fought the opening of Grand Union 
supermarkets in Arecibo with at- 
tacks on “absentee capitalism” and 
warnings that Puerto Rico was los- 
ing its “economic liberty and auton- 
omy. Because Ramos is both a 
leading member of the ruling Popu- 
lar Democratic Party and an attor- 
ney for a group of small retailers 
in the community, outsiders were not 
quite sure whether Ramos was 
speaking for the government or for 
the retailers. 

Combating extreme nationalists 
with a policy that could be inter- 
preted as nationalistic is a tricky 
business—especially with U.S. bus- 
iness already jittery over nearby 













BUSINESS WEEK September 23, 1961 






Bullis> 

Outlook pent 

Methy a een 
Expe® 








McGraw-Hill 
publications reach 
your most important 
customers and 
prospects in these 
major markets: 


AEROSPACE 
Aviation Week and Space Technology 


ARCHITECTURE 
Western Architect & Engineer 


APPLIANCE-RADIO-TV 
Electrical Merchandising Week 


ATOMIC ENERGY 
Nucleonics 


BUSINESS MANAGEMENT 
Business Week 


COAL MINING 
Coai Age 


CHEMICAL PROCESS INDUSTRIES 
Chemical Engineering - Chemical Week 


CONSTRUCTION 
Construction Methods & Equipment 
Engineering News-Record 


DISTRIBUTION-INDUSTRIAL 
Industrial Distribution 
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AND MAINTENANCE 
Electrical Construction & Maintenance 


ELECTRICAL GOODS 
Electrical Wholesaling 


ELECTRICAL UTILITIES 
Electrical World - Power - Electrical West 


ELECTRONICS 
Electronics 


INSTRUMENTATION AND CONTROL 
Control Engineering 


MANUFACTURING PLANT OPERATION 
Factory 
METAL & NONMETALLIC MINING 


Engineering and Mining Journal 
E&MJ Metal & Mineral Markets 


METALWORKING 
American Machinist/Metalworking Manufacturing 


OFFICE TRAINING 
Today’s Secretary - Business Education World 


PETROLEUM 
National Petroleum News 


POWER 
Power + Electrical World - Electrical West 


PRODUCT DESIGN 
Product Engineering 


PURCHASING-INDUSTRIAL AND BUSINESS 
Purchasing Week 


TEXTILES 
Textile World 


TRUCK AND BUS FLEETS 
Fleet Owner 


OVERSEAS PUBLICATIONS 

International Management 

(English, Spanish, and Portuguese Editions) 
Automobile International 

Ingenieria Internacional Construccion 
Metalworking Production (Great Britain 
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No matter what you sell to business and industry, keep 
your sales story in front of the key men who specify 
and buy through consistent advertising in the McGraw- 
Hill publications covering your major markets. 
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Rockwell Report 


by W. F. ROCKWELL, JR. 


President 
Rockwell Manufacturing Company 


if IS EVIDENT that significant segments of the 
population are increasingly less trusting of 
business and industry. 

Unfortunately, some of their doubts are prob- 
ably justified. Equally unfortunate, however, is the fact that a major pro- 
‘portion of these doubts are the result of a lack of information. 

In the mistaken belief that people just aren’t interested in facts and 
figures, too many otherwise astute business leaders neglect the opportunity 
to convey such information in an interesting and stimulating way. 

The figures in a typical annual report, for example, are informative only to 
the s:nall minority who can interpret and understand them. Most people, 
however, are confused by such information. In fact, there is some reason to 
believe they sometimes feel they are deliberately being confused, which, of course, 
is seldom the case. 

We think, for example, that many people are interested in the living 
statistics that relate to history and growth, that tell something about where 
a company has been and where it’s going—statistics not normally found in 
an annual report. For example, the number of investors in our company 
has increased by twenty-five per cent in the past four years. Of these 15,600 
stockholders, more than 6,500 hold 100 shares or more (660 have 500 shares 
or more). It’s encouraging to see such evidence of increasing belief in private 
enterprise by so many people of both sexes (6,057 of them are women). 

It’s quite impossible to predict the future of their investment of course. 
The previous record is clear, however. An investor who purchased 100 shares 
for $8000 in 1937 would presently hold 7281 shares (as a result of stock 
dividends and splits) worth approximately $240,000. In the intervening 
years, almost $127,000 would have been received in cash dividends. Let’s 
hasten to add that past performance is not an accurate barometer of the 
future. But the past record of growth or lack of growth is always useful 
in evaluating the future. 

Nearly all of this information about Rockwell (or any other company) is 
available to anyone interested and analytical enough to go digging for it. 
It is for the majority who are not sufficiently analytical, however, that we 
try to make such information palatable and interesting. 





* K * 


The factual information above is extracted from our recently printed, ‘‘Financial 
Fact Book."’ While it is not likely to win any awards in the graphic arts field, it has 
found some favor with security analysts, financial writers and others in the finan- 
cial community. Should you request it, we’ll be happy to send you one. 


* * * 


Our Power Tool Division has just announced a unique low-cost, highly- 
versatile drill press, the Delta Unidrill. This 24-inch radial arm model fills 
the gap between high-cost machine-tool type units and light-duty machines, 
and is designed for use in general industry and pattern shops, commercial 
and job shops, construction and building trades and vocational-agricultural, 
trade and industrial schools. Part of its versatility lies in the fact that it 
can be moved readily from one work area to another. 


This is one of a series of informal reports on 
ROCKWELL MANUFACTURING COMPANY 


PITTSBURGH 8, PA. 


Makers of Measurement and Control Devices, Instruments, 
and Power Tools for twenty-two basic markets 
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Cuba’s nationalization of private 
property. 

“We knew the dangers of this 
philosophy, irrespective of its ad- 
vantages,” says Jesus Diaz-Hernan- 
dez, executive director of EDA’s 
continental operations branch in 
New York. Diaz compares Puerto 
Rico’s goals more with those of any 
of the 50 states that prefer home- 
owned industry to absentee-owned 
plants. 

Successful combination. Puerto 
Rico’s partnership with U.S. inter- 
ests goes back to 1948. Through its 
various agencies, the government 
has lent money to U.S. operators, 
built buildings that it has leased out 
such as the Caribe Hilton Hotel, 
and even occasionally taken a minor- 
ity position in common stock. In 
addition, private Puerto Rican inter- 
ests have, from time to time, gone 
into partnership with U.S. interests. 

During this period, Puerto Rico’s 
manufacturing and tourist indus- 
tries have boomed, its dependence 
on farming was eased, and—with 
the help of emigration to the main- 
land—unemployment has been held 
in a range of 11% to 13% as an 
annual average. Without the new 
jobs of the past dozen years, the 
decline of employment on the farms 
and in home needle work, along with 
the continuing high birth rate, would 
have made the unemployment aver- 
age insufferably high, officials say. 

New policy. Now the government 
for the first time makes it an em- 
phatic policy to boost Puerto Rican 
interest in its industry. 

It began by encouraging 100% 
Puerto Rican ownership. New locally 
owned plants and expansions of 
older ones rose from 40 in fiscal 
1960 to 70 in fiscal 1961. This was 
still considered slow progress, so the 
government last March announced 
its plan to promote joint ventures. 

This scheme seeks to bring to- 
gether Puerto Ricans who have capi- 
tal but no idea of what to manufac- 
ture with it and U.S.—or foreign— 
manufacturers who have a product 
line and are willing to take on Puerto 
Rican partners. At the same time, 
the government hoped to find U.S. 
or foreign capital to back Puerto 
Ricans who know what to make and 
where to sell it but have insufficient 
funds of their own. 

How it has worked. Before making 
the policy public, EDA tried out the 
principle. During fiscal 1960, it pro- 
moted four joint ventures. By March, 
it had promoted eight more and 
knew it would wind up fiscal 1961 
with 18. 

Among those promoted during the 
last fiscal year were a synthetic resin 
and latex emulsion plant in which 
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How 12 inches increased the cost 
of transporting a display over $3,000 


A little talk about sizes before this display was 
designed could have saved this company impor- 
tant dollars. A longer van had to be used to ship 
their display on its cross-country tour, boosting 
the transportation costs $3,000. And, according 
to the designer, the extra foot wasn’t necessary. 
This example shows the value of pre-planning 
display shipments with a North American agent. 

He will help you work out exacting schedules, 
whether for one show or a hundred. He’ll describe 





NORTH AMERICAN VAN LINES 


the GENTLEmen of the moving industry 
CATE 


FT. WAVWVE, 


the money-saving advantages of between-show 
storage; pre-arranged set-ups and take-downs; 
and how to take your display to markets where 
shows aren’t scheduled. 

North American pre-planned display shipping 
services have saved important dollars for exhibi- 
tors in shows and tours in the United States and 
Europe. Call your North American agent soon. 
You'll find him in the yellow pages of your 
Telephone Directory listed under “Movers”. 
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LIFT 
TRUCKS... 


Power and Performance 
Allis-Chalmers’ OWN — POWER-CRATER 
engine is engineered specifically for Allis- 
Chalmers lift trucks. Has unique crater- 
shaped combustion chamber that sets up 
violent swirling turbulence for thorough 
mixture of air and fuel, resulting in 
responsive power and maximum fuel 
economy. 


Operator Effectiveness 
Familiar, automotive-type controls — 
wide, adjustable seat—unobstructed floor 
— these and many other conveniences 
help operators work faster, safer. 


Accessibility 
Service and maintenance in a minimum 
of time. 


Versatility 

Masts, carriages, forks and attachments 
to fit the job — constant-mesh, two-speed 
transmission or POWER SHIFT torque con- 
verter drive — choice of fuel and tires. 
” New special-purpose trucks, with high 
underclearance and quickly removed 
counterweight, in 6,000, 7,000 and 8,000- 
lb capacities, 


ALLIS-CHALMERS 





Lift Trucks 
with the 
Dollar- Saving 
Difference 
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Reichhold Chemicals, Inc., and a 
Puerto Rican paint manufacturer 
named Adolfo Vilanova, Jr., would 
each have 50% interest; a caustic 
soda and chlorine plant in which a 
Bahamian subsidiary of Morton Salt 
Co. would have 75% and three Ponce 
businessmen would have 25%; and 
a paint plant in which 83% was to 
be held by W.P. Fuller & Co. of 
San Francisco and the rest by Geigel 
Trading Corp. of Santurce, Puerto 
Rico. 

In bringing U.S. and Puerto Rican 
interests together, EDA has had to 
work on both parties. In the U.S., 
Diaz and his colleagues have asked 
potential industrialists whether they 
would object to taking on Puerto 
Rican partners. If they said they 
would, EDA continued to try to in- 
terest them in an independent island 
operation; if they said they would 
not, EDA tried to arrange “a proper 
marriage.” 

Pairing off. Finding a suitable 
partner in Puerto Rico has not been 
easy. EDA has succeeded in locat- 
ing Puerto Rican industrialists with 
capital and with production or mar- 
keting knowhow to match with U.S. 
interests. It also has turned up 
Puerto Ricans who had made for- 
tunes in sugar, rum, or land and who 
would be content to be inactive in 
management. But it hasn’t found 
enough such people. 

To get many more, Durand is 
drafting a master plan on where to 
concentrate EDA’s efforts in Puerto 
Rico, which products lend them- 
selves to joint-venture manufac- 
ture, and what additional assistance 
is required from the government. 

In situations where the success 
of a joint venture is questionable or 
where no suitable Puerto Rican part- 
ner can be found for an agreeable 
U.S. mate, the government may 
achieve local participation by other 
means. For example, it may have its 
Puerto Rico Industrial Develop- 
ment Co. (Pridco) buy up a minor- 
ity interest in the joint venture, let 
the U.S. company manage the oper- 
ation, and later resell Pridco’s inter- 
est to the Puerto Rican public. 

This would be a step toward an- 
other government goal—to widen 
the general public’s participation in 
Puerto Rican industry. Puerto Rican 
savings traditionally have been 
channeled more into tangible things 
such as land and buildings; indus- 
trial companies tended, anyway, to 
be closely held. Durand wants to 
encourage existing and new indus- 
tries to let the general public buy 
some of their shares. Before long he 
hopes Puerto Rico can have an ex- 
change on which such shares could 


be traded. End. 
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Have your dealer show you the many 
dollar-saving differences in Allis-Chal- 
mers “F” Series lift trucks. Ask for new 
bulletin BU-680. Allis-Chalmers, Mil- 
waukee 1, Wisconsin. 
POWER-CRATER is an Allis-Chalmers trademark. 
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THE TREND 


BM | 


No more retreats at the U.N. 


The United Nations is meeting this week in New 
York under the most somber circumstances. The 
tragic death of Secy. Gen. Dag Hammarskjold not 
only has left the U.N. without an executive head 
at a time of desperate crisis in the Congo but also 
has confronted the world organization with the 
problem of his successor. Quite clearly, the very 
existence of the U.N. is at stake. 

As might be expected, the Soviets are determined 
to take advantage of Hammarskjold’s death to foist 
on the U.N. their “troika” proposal—a plan for a 
three-man executive. Foreign Minister Gromyko 
is coupling this demand, which would require an 
amendment to the Charter, with the admission of 
Communist China. 

In this situation, Pres. Kennedy’s planned appear- 
ance before the General Assembly takes on great 
significance. As originally anticipated, he can put 
before the U.N. his new plan for complete dis- 
armament within the framework of world law. 
More important, he can pledge whole-hearted 
Western support for the U.N. as long as its integrity 
is not destroyed by the adoption of the troika. 

It must be assumed that the President will stand 
absolutely firm on this issue, refusing any version 
of the proposed three-headed directorate. 

There was considerable evidence this week that 
a number of Afro-Asian neutralists are ready to 
compromise with Moscow by supporting an interim 
solution that would put executive responsibility in 
the hands of the U.N.’s three political Under Sec- 
retaries: an American, a Russian, and an Indian. 


Since this would be the entering wedge, Washing- 


Stopping currency runs 


The approval, in principle at least, that the major 
nations of the free world have given to the plan to 
strengthen the resources of the International 
Monetary Fund (page 30) represents an important 
step forward. It is a victory for Per Jacobsson, the 
managing director who fathered the plan, and for 
the U.S. delegation, which threw all its weight 
behind it. In effect, the major industrial nations will 
provide standby credits to the IMF that can be used 
as a buffer by a nation whose currency is under 
pressure while it gets its own house in order. 

This is far from the radical revision of the IMF 
that has been advocated in some quarters. Nations 
suffering from chronic deficits in their balance of 
payments will still have to exercise corrective 
measures. But if the major countries do provide the 
essential credits, a nation under pressure will be 
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ton should simply let the neutralist nations know 
that they face an “either, or” choice—either they 
back our stand or we will have to withdraw our 
support of the U.N. If the neutralist nations should 
ignore this warning and throw their votes in the 
Security Council behind a compromise, the U.S. 

should not hesitate to exercise its veto. ; 

We would not be in such a predicament today, if, 
in the past, we had done less pussyfooting in deal- 
ing with the neutralists. We have been altogether 
too much concerned with currying their favor, 
rather than getting their respect. 

We have been living for too long under illusions 
about the U.N., some of them antedating the 
recent influx of the new nations. First came the 
illusion that the Soviets would cooperate in the 
building of a peaceful world. Then there was the 
illusion of equality, that new and often tiny nations 
without even the qualification of nationhood 
should be on a par with the great powers. 

As a result, the U.S. finds itself today both sup- 
porting and financing such a dubious enterprise as 
the U.N. attack on Katanga. There can be no doubt 
that the U.S., as well as the late Dag Hammarsk- * 
jold, was trapped into this operation in an effort 
to appease the neutralist nations of Africa and Asia. 

This is the time for the U.S. to reverse course in 
the U.N., not to succumb even further to the trend 
there. Otherwise, we will soon face the choice either 
of withdrawing from the U.N. or of remaining a 
member of a world organization whose interests 
will become increasingly irreconcilable with our 


own. 


able to avoid drastic deflationary measures that 
could stunt growth and produce unemployment. 

As far as the U.S. is concerned, this was the 
essential point. Both the U.S. and Britain have been 
running deficits in their balance of payments that 
pose the threat of a speculative run on their key 
currencies, the dollar and the pound. 


At the moment at least, the free world is not suf- {J 


fering from an absolute shortage of reserves that { 
calls for a radical change in the international 
monetary mechanism. The problem is that the 
world’s reserves are poorly distributed, so that the 
key currencies are in danger even if corrective 
domestic measures are taken. Jacobsson’s plan is an 
attempt to improve the distribution. In accepting 
it, the surplus nations are moving responsibly to 
protect the financial structure of the free world. 
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